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An’ Honest Face” 


may cost you a Fortune! 


... unless you follow the "NEW way 
of buying insurance 


It’s just as impossible to 
tell who may steal cor- 
porate funds—and how 
and when they may do 


it—as it is to predict 





when a fire or an au- 
tomobile accident will occur! 

You have only to read the papers to realize 
that embezzlements often run into hundreds of 
thousands—even millions. A dishonesty loss in 
your business might prove to be a catastrophe. 

So it’s essential to see that you—and your 
clients and customers, whose fortunes are linked 
with yours—are properly protected through the 
NEW way of buying insurance. 

The NEW way is the exact opposite of the 


old hit-or-miss way of just “‘taking out’ policies. 


It’s based on a complete analysis of your risks 
—covers you first of all against those that are 
most dangerous. 

To learn more about the NEW way, call 
Western Union (in Canada, call Canadian Na- 
tional Telegraphs) and ask for the name of the 
nearest Hartford representative. Or get in touch 


with your own insurance broker. 


*This is called the NEW way because it is new to 
most buyers of insurance. But as a method of fit- 
ting an insurance program to the buyer's needs, it 
has long been practised by agents of the Hartford. 



































Hartford Fire Insurance Company 
Hartford Accident and Indemnity Company 


HARTFORD, CONNECTICUT 














—————_ 


Anc¢ 


Su 
Culv 
of ar 
tion. 

Ti 
in Ir 
taine 
posit 
troul 
note’ 
loan: 
rural 
proo 
can 

If 
see | 
woul 


D 


ASS 


S1 
mak 
inau 
Assc 
com 
Syré 
Oct 


nati 
Crex 
on J 
the 
on J 
200 
pro! 
cred 


atio 
the 

tice: 
for. 
and 
atte 
will 
and 
bet 
nati 


are 

loar 
atio 
400 


Th 


the 
Bai 
Sav 
ren 
wri 
For 
one 
out 


bei 
rat 
che 





LETTERS 


And See Page 9 


Sirs: The State Exchange Bank of 
Culver, Indiana, I believe, has the making 
of an outstanding article for your publica- 
tion. 

This is one of the very interesting banks 
in Indiana. It has, over the years, main- 
tained a prosperous as well as a sound 
position. It came through all the banking 
troubles with flying colors. Particularly 
noteworthy is the bank’s large amount of 
loans and discounts. It is located in a 
rural community and it serves as notable 
proof of the fact that a country unit bank 
can operate both profitably and soundly. 

If you send one of your men down to 
see W. O. Osborn, cashier, I am sure you 
would find a most interesting story. 

Don E. Warrick, Secretary, 

Indiana Bankers Association, 
Indianapolis, Indiana 
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Association for Consumer Credit 


Sirs: New York State bankers are 
making extensive preparation for the 
inaugural meeting of their Consumer Credit 
Association. The organization will be 
completed at a meeting to be held at the 
Syracuse Hotel, Syracuse, New York, 
October 4 and 5. 

This is in line with the formation of the 
national Bankers Association for Consumer 
Credit at Conneaut Lake, Pennsylvania, 
on June 24 and 25, and the completion of 
the Pennsylvania association at Harrisburg 
on July 28 where the enthusiasm shown by 
200 bankers gave evidence that banks are 
promoting their interests in the consumer 
credit field. 

Through the state and national associ- 
ation the experience of banks already in 
the field will be available, standard prac- 
tices will be effected, inter-bank relations 
for exchange of services will be encouraged 
and satisfactory legislation brought to the 
attention of legislative bodies. Material 
will be published, research, public relations 
and the promotion of better relations 
between banks will have their place in both 
national and state programs. 

A large proportion of New York banks 
are already engaged in making consumer 
loans, and it is expected that the associ- 
ation will have a membership of at least 
400. 

MERLE J. FarrBANKs, Chairman, 


Executive Committee, New York 
State Bankers Association for Con- 
sumer Credit, and Assistant Treas- 
urer, Steuben Trust Company, 


Hornell, New York 
* ry > 


The Savings Problem 


Sirs: In your September issue we read 
the letter of Mr. Albig of the American 
Bankers Association on the article, ‘““The 
Savings Problem,” in your July issue. This 
reminded me that it was my intention to 
write and express my thanks and approval. 
For over a year I have been conducting a 
one-man campaign along the lines brought 
out in Mr. Odle’s article. I have been 
emphasizing that too much attention is 
being paid to the question of the interest 
rate on savings and too little to the mer- 
chandising of the thrift account. 

We all realize, of course, that we cannot 








CheBurroughs 
Clearing House 


HENRY J. BOONE, Editor 
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afford to pay more for money than it is 
worth, any more than a merchant can 
afford to pay a price for goods so high that 
he cannot sell them at a profit. I think, 
like Mr. Burgess, that too frequently we 
are prone to charge the savings accounts 
with our lowest earning assets in calculating 
the value of those accounts. I agree with 
Mr. Burgess also that we must come to the 
question of a change in the set-up of sav- 
ings accounts. My own experience dates 
back 35 years. During that time I cannot 
recall that there has been any change 
whatever. We have always taken savings 
on the usual six month’s basis. The justi- 
fication for what might be called “term 
thrift accounts” is now emphasized by 
the trend toward term loans. Certainly 
if we can have one we can have the other. 

The matter of merchandising thrift 
accounts has been neglected. The Treasury 
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Department has set us an example in 
publicizing U. S. Savings Bonds. It had 
been my suggestion that some movement 
be inaugurated whereby the banks inter- 
ested could join in a co-operative effort 
along this line. The building and loan 
associations are now enjoying the benefit 
of the publicity material available to them 
through the Home Loan banks. Mutual 
savings banks in New York State have also 
been doing a co-operative job. We must 
get away from talking rates so much and 
play up the utility of the savings and 
thrift accounts. 

Unless we do improve our approach to 
this subject, we are going to see a decline 
in our savings department. Many will 
say, ““Well, we don’t make any money out 
of paying interest on funds anyway.” But 
the time is coming, and I wouldn’t be sur- 
prised if it is near at hand, when we will be 
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mighty glad to have our savings funds at 
even higher than current rates. 

We have talked analysis of commercial 
accounts for years but even today many 
banks have active commercial accounts 
that are not self-sustaining under any fair 
method of figuring costs. Lack of facts 
and figures may be one reason why more 
attention is given to reducing interest rates 
on time money than in putting these 
commercial accounts on a profitable basis. 
Of course, interest looks so much larger 
going out in a lump sum every six months 
than overhead costs going out daily. 

Henry M. Hart, Vice-president, 

National Bank of Commerce of 
San Antonio, 
San Antonio, Texas 
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The Credit Function 


Sirs: Last year you contributed some 
valuable material which was helpful in the 
preparation of my Graduate School of 
Banking thesis, ““The Practical Operation 
of a Small Bank’s Credit Function.” 

Recently this thesis was selected for the 
libraries of the American Bankers Associ- 
ation and Rutgers University. It is now 
available through the American Bankers 
Association, 22 East 40th Street, New 
York City. 

I would like to take this opportunity of 
thanking you. 

JOHN WETZEL, 

Asst. Secretary, Asst. Treasurer, 
Ridgefield Park Trust Company. 
Member of Federal Reserve System, 
Ridgefield Park, N. J. 
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Land Use Tour 


Sirs: A one-day, land-use tour of farm 
areas in central New York to give bankers 
an opportunity to observe and study the 
pee | and economic waste involved in 
attempts to farm lands that are labeled 
unsuitable for farming is being sponsored 
by the New York State Bankers Associ- 
ation’s Committee on Agriculture, of 
which Mr. E. Burnham Guild is chairman. 
Areas comprising six millions acres of New 
York land are considered as best for re- 
forestation and recreational purposes. 

In addition to seeing some of the poorest 
farm land in New York State, the bankers 
will also be shown some of the best. They 
will also learn about the survey that the 
New York State College of Agriculture is 
making to determine the quality and classi- 
fication of the farm lands of the State. 

JOHN H. Payne, 

New York State Bankers Association, 
New York City 
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From Cover to Cover 


Strs: Sometimes I wonder if you 
appreciate how much bank officers look 
forward to receiving The Burroughs Clear- 
ing House. All of us here in our bank read 
it from cover to cover every month. 


RoBERT W. TURNER, President, 
The City National Bank, 
Council Bluffs, Iowa 


Sirs: I would like to take this oppor- 
tunity of expressing to you my appreciation 
for your publication, which is read with a 
great deal of enjoyment as well as benefit. 
It is one of the few publications that I 
read from cover to cover. 


W. R. CuTHBErTSON, President, 


City Industrial Bank, 
Charlotte, North Carolina 
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In the TREND of BANKING 











Col. Ayres Cites Influence of 
War on Bond Prices 


A downturn in the price trends of high 
grade bonds as a result of the outbreak of 
war is foreseen by Col. Leonard P. Ayres, 
vice-president of The Cleveland Trust Co., 
in one of his recent bulletins. He also 
predicts an advance in the prices of many 
lower grade bonds. 

‘During recent years bond prices have 
been persistently rising until they reached 
in this past summer new high levels for all 
time,”’ Col. Ayres points out. “They were 
pushed upward by investors seeking safety 
for their funds, by regulations which con- 
fined bank investments to restricted groups 
of issues, and by a shortage of other 
desirable loans and securities. 

“Now that war has begun investment 
sentiment has turned to the idea that 
stocks may continue to advance in price 
and to pay greater dividends, and that 
commercial loans may increase in volume. 
Such influences have ‘turned the long-term 
trends of high grade bond prices downward. 
Nevertheless conservative individual and 
institutional investors may be well advised 
to retain their high grade bonds since the 
only alternatives are more speculative. 
However, at present the public clearly 
favors these more speculative alternatives. 

**Meanwhile, as long as these sentiments 
prevail, the prices of many lower grade 
bonds will advance while those of the 
highest grades will decline. We are in the 
process of undoing a specialized form of 
inflation which has dominated bond mar- 
kets. Banks will almost surely have to 
forego important book profits which had 
accrued on their holdings of government 
securities, but while they will regret that 
development it will not disturb them. We 
are now leaving an era dominated by 
managed economics, and entering one con- 
trolled by the more potent influences of 
war.” 

In the same bulletin, Col. Ayres re- 
produces a chart (shown above) which 
serves to refute the current assumption that 
the World War period was one of universal 
prosperity for this country. It is especially 
timely in the light of attempts to gauge the 
effects on American business of the present 
European conflict. 
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Humanizing and Selling the 
Bank Through Window Displays 


Almost any hour of the day or evening a 
group of people can be seen in front of the 
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The Cleveland Trust Company Business Bulletin 


A timely chart in the light of current European hostilities 


main office of The First National Bank of 
Portland, Oregon, viewing with absorbed 
interest the displays in the two specially 
constructed windows. 

The wide appeal of these windows is by 
no means a matter of chance. On Presi- 
dent E. B. ora s belief that they 
could accomplish much toward humanizing 
the bank in the minds of the public, window 
displays have been included in the regular 
advertising schedule of the First National 
Bank for the past eight years. The services 
of a talented young person capable of 
planning the displays and doing the neces- 
sary painting and modelling work have 
been obtained. She makes use of an 
efficient file of newspaper clippings con- 
cerning robberies and holdups, forthcoming 
events such as eer fairs and historic 
anniversaries, and other likely suggestions 
for interesting displays. 

Vice-president €. B. Stephenson explains 
that the window displays are devoted not 
only to the various departments of the 
bank, but also to a wide scope of events of 
a civic nature, special holidays, significant 
local and national happenings, football 
games, concerts, home industries, and 
many other interesting subjects. A flexible 


Currency and flag display promotes Portland bank’s foreign department 








schedule ‘places the bank’s own direct 
advertising displays on the “‘fill in’’ list, 
and gives the other type of material first 
choice. 

The bank recognizes three essentials for 
successful window displays: (1) Selection 
of appropriate themes; (2) Presentation of 
the bank’s message in displays that are 
crisp and colorful with dramatic interest, 
ingeniously presented, and not —_— 
crowded; (3) Care to provide variet 
order to interest every type of indivi el. 
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Banks Initiate Service Charges 
on Savings Withdrawals 


Service charges to curb excess withdrawal 
activity in small savings accounts have 
been levied since August 1 by The Irving- 
ton National Bank and The Peoples 
National Bank and Trust Company. 

One free withdrawal is allowed uring a 
six months interest period for each $100 
of balance, the plan only affecting accounts 
up to $500. A 15-cent charge is made for 
each excess withdrawal. The purpose of 
the plan is to discourage persons from 
making use of the savings facilities for 
small temporary deposits, and a notice of 
explanation from one of the banks reads: 

“Savings accounts were designed as 
limited withdrawal accounts. In savings 
accounts people accumulate funds for 
emergency purposes, or to safeguard their 
old age. But it is bec oming general experi- 
ence in the banks of the country that the 
number of withdrawals is increasing. In 
some banks, 25 per cent of all withdrawals 
occur in accounts under $25 average 
balance. As many as fifty withdrawals 
per year may occur in some of these 
accounts. The earnings on such small 
balances cannot possibly cover the cost of 
service required by such depositors. 

“We desire that no action of ours disturb 
the habit of thrift. The action that we 
have taken encourages the real thrift 
depositors. It is our earnest hope that we 
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receive 


may the co-operation of those 
depositors whose accounts have been 
unduly active by having them put their 
accounts on a true thrifl account basis.”’ 
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Alabama Bankers to Sponsor 
Model Farms 


A movement to sponsor a model farm 
in each of the sixty-seven counties in the 
state has been launched by the Alabama 
Bankers Association. 

Under this plan a banker in each of the 
counties, with the aid of the local county 
agent, will select at least one farm owner 
whose income is below the possibilities of 
his farm, and combine their efforts to 
increase it. 

The bankers will furnish the necessary 


financial assistance, while the county 
agent will supervise operation of the farm 
selected. The aim of this program is to 
show other farmers in the county how 
eflicient farm management, plus the proper 
use of bank credit, can bring about a 
material increase in farm income. 
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Notable Customer Relations 
Program in Oklahoma 


The Oklahoma Bankers Association has 
inaugurated a thorough-going program of 
education in the schools on the use and 
importance of credit, as one means of 
acquainting the public with facts concern- 
ing the bank’s relation to the community. 

First a customer relations committee 
was organized with Verser Hicks, vice- 
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DIVERSIFICATION 
Keeps St. Louis Stable 


S™: LOUIS manufactures a remarkable diversity of 

products. Of the 312 classes of manufacturers listed 
by the United States Census, 201 are represented in St. 
Louis’ 2,500 industries. Not more than 10% of St. Louis 
labor is engaged in any one industry. 


Such diversity makes St. Louis an exceptionally stable 
market, enables it to cushion the unsettling influences 
of the high peaks of booms, the valleys of depressions 


and disturbances abroad. It provides a firm foundation 


Serving the commerce and industry of St. Louis and the 

great Southwest trade territory of which this city is the 

center, Mercantile-Commerce, too, has played a part 

in the steady progress of this area. The knowledge, ex- 

perience and facilities of this bank are always at your 

service, just as they have been, through good times 
and bad, since 1857. 


MERCANTILE-COMMERCE 


Bank and Trust Company 
SAINT LOUIS 


MEMBER FEDERAL DEPOSIT 


INSURANCE CORPORATION 
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president of the National Bank of Tulsa, 
as chairman. Sub-chairmen were ap- 
pointed from each of the five groups into 
which the state association is divided, and 
the chairman of each district chose a sub- 
committee to work with him. 

Then country school superintendents 
were asked for the names of principals in 
charge of schools with assemblies of 100 
or more students. Permission was ob- 
tained from these authorities to address 
the student bodies, a schedule of con- 
venient dates were arranged, and local 
bankers were asked to make talks. 

To assist the speakers, an interesting 
talk was prepared giving a general picture 
of the importance of credit to the indi- 
vidual. The material was compiled in 
loose-leaf form so the speaker could insert 
additional points or change the order of 
presentation. 

From March to May of this year, 36 
bankers made 108 speeches to 20,018 
students in 26 counties. 
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Salesmanship in Levying 
Service Charges 


Considerable attention has been attracted 
to the merchandising practices advocated 
in the pamphlet on “Uniform Account 
Analysis” prepared by the Bank Manage- 
ment Commission of the American Bankers 
Association. 

The study itself is designed to foster 
greater uniformity in account analysis and 
service charge procedure. The _ mer- 
chandising angle is introduced in_ the 
preamble, which states that banks should 
not only recognize the costs of the various 
items sold but also the value of the services 
to the purchaser. 

It is pointed out that in all lines of 
successful merchandising there are short 
profit and long profit items, the latter 
usually being those which customers 
recognize as being of greater value. From 
the standpoint of service charges, it is 
suggested that a greater percentage of 
profit be added to such items as checks 
cashed and collected, the desirability of 
these services being widely recognized, 
and that a reduction be made in the selling 
price of such items as deposit tickets. 

The study was made by a committee of 
the Bank Management Commission under 
the chairmanship of Robert H. Myers, 
vice-president of the Merchants National 
Bank, Muncie, Indiana. 
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> FIVE BASIC IMPROVEMENTS THE MAJORITY COMPARE THESE ADVANTAGES... THE 
‘ J0F FINANCIAL SERVICE USERS WANTED EASE-OF-USE AND SPEED THEY GIVE 


: 1 76% favor periodic re-assembling of current information, plus ] Poor’s Financial Records combine all the best features of loose-leaf 
‘o some method of collecting all bond and stock information on each and bound information on both stocks and bonds —the flexibility 
company under a single heading — fewer places to look. of the daily loose-leaf system with the broader coverage and perma- 
nence of basic data in bound form. 
















68% vote to eliminate temporary and non-essential current infor- 


sation —~{ese nestevial to leak sheesh. Periodic re-assembly of current news under single company head- 


ings — fewer places to look for information on both stocks and 
Three out of four want simplified topical indexing — to avoid mul- bonds, than in any other financial publication. 
tiple indexes, to index subjects as well as page numbers. All temporary and non-essential items eliminated — a new achieve- 


bie afin. 
Two out of three prefer bound volumes for permanent basic infor- ment in editing 


mation — seven out of eight call for loose-leaf current data. Topical indexes for each of the four sections —Industrials, Rail- 


roads, Utilities and Fiscals — so that the service can be used by four 
people at any given time. 
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Classified arrangement — with separate industrial, utility, railroad 
and fiscal sections — wins the vote from 71% of users as compared 


A combination of features no other service gives— more for your 
with a straight alphabetical arrangement of all types of companies. 


money in usability, coverage, frequency and publishing speed. 


The First SURVEY-BUILT Financial Publication 


*Industrials . - 36 per year COMPLETE *Public Utilities *36 per year COMPLETE 
*Railroads coe $36 per year COMPLETE *Fiscals ones $36 per year COMPLETE 


*Includes Manual, Daily Section & Cumulative 
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IT IS IMPORTANT 


In banking, as in any other busi- 
ness, it is important to move for- 
ward with the times. This bank, 
long a pioneer in the extension 
of its services to meet new needs, 
provides complete and up-to-date 
facilities for handling all types of 


banking transactions. 


THE NATIONAL 


Shawmut Bank 


40 WATER STREET - BOSTON 





Member Federal Deposit Insurance Corporation 






















Promotion 


An outstanding example of what can be 
accomplished in the way of civic promotion 
—embodying an idea in which many 
bankers may be interested—is the 1939 
Industrial Survey of Baltimore,:Maryland. 

This survey consists of a complete 
description of the geographic location, 
transportation facilities, climate, living 
conditions, recreational advantages, etc., 
conducive to the establishment of new 
industries. A statistical supplement con- 
tains detailed analyses of these vital 
factors. 

This civic-minded achievement is the 
contribution of one of the local industries, 
the Consolidated Gas, Electric Light and 
Power Company of Baltimore. Bankers 
interested in the industrial development 
of their own communities should find the 
Baltimore survey worthy of study. 


« e e 





Advertising Campaigns for Banks 
With Limited Budgets 


Albert Frank-Guenther Law, Inc., New 
York advertising agency, has _ recently 
supplemented its special advertising serv- 
ices to banks with the introduction of two 
syndicated series of advertisements. One, 
on the subject of thrift, consists of twenty- 
six advertisements; the other, devoted to 
mortgage loans, comprises twelve adver- 
tisements. 

The campaigns, to which banks in New 
York, Massachusetts, Rhode Island anid 
Connecticut have already subscribed, are 
primarily designed for banks with limited 
advertising budgets. 
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A KEY BANK IN IOWA 


Let your contact with Des Moines and lowa be through a Bank that 


enjoys the confidence and good-will of leading business interests in the 
Middle West. 


lowa's Largest Bank . . . with its background of 64 years of service and 


co-operation with business organizations and individuals . . . can be 
helpful to banks and corporations wishing to broaden and increase their 


activities in this territory. 


lowA-Des MOINES NATIONAL BANK | 


& TRUST COMPANY 


DES MOINES IOWA 





MEMBER FDIC 


New Publications of Interest 
to Bankers 


DO YOU WANT TO BECOME A 
BANKER? by Wilbur F. Crook, vice- 
president of Chemical Bank and Trust Co.. 
New York City. Published by Frederick 
- Stokes Company, New York City. 


A helpful book for young men already 
employed in banks, as well as for those 
who are considering banking as a career. 
It contains an outline of the organization 
of a bank and the functions of the different 
departments, advice on the personal 
qualities required for the various phases of 
bank work and the opportunities afforded 
by them, and recommendations of study 
courses to meet banking’s demands for 
more highly trained employees. 179 pages. 

PRACTICAL BANK CREDIT, by 
Herbert V. Prochnow and Roy A. Foulke. 
Published by Prentice-Hall, Inc., New 
York City. $7.50. 

A thorough, comprehensive treatment 
of the loaning operations of commercial! 
banks. Covers in detail the functions o! 
the credit department, sources of credil 
information, interpretation of financial 
statements, various types of bank loans. 
frozen loans and their rehabilitation, an 
examples of requests for bank credit. 
Illustrations and examples are largely 
taken from actual loan experiences of 
bankers throughout the country, making 
the volume of unusual interest and practical 
value. Mr. Prochnow is assistant vice- 
president of the First National Bank ol 
Chicago, and Mr. Foulke is manager of the 
analytical report division of Dun & Brad- 
street, Inc. 690 pages. 

ASSIGNMENT OF LIFE’ INSUR- 
ANCE POLICIES AS COLLATERAL 
SECURITY, by Robert C. Tait, assist- 
ant trust officer, Genesee Valley Trust 
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Past and present F. A. A. officers at the annual convention in Toronto* 


Company, Rochester, N. Y. Published by 
The Graduate School of Banking, 22 East 
10 Street, New York. $2. 

This timely analysis of a much discussed 
problem should be of considerable interest 
not only to banks and insurance companies 
but to insurance agents and practicing 
attorneys as well. The author points out 
that banks throughout the country are 
holding thousands of life insurance polici ies 
assigned as collateral security, but that in 
relatively few cases does the method of 
ussignment give the bank adequate pro- 
tection and at the same time preserve the 
insured’s rights and privileges. That both 
of these considerations may be reconciled 
and protected through proper assignment 
procedure is Mr. Tait’s main thesis, and 
he analyzes the advantages and dis- 
advantages of various assignment forms 
from the standpoint of the insured as well 
us the assignee. The author also gives a 
complete outline of orocedure for banks in 
making and Roadie insurance loans, 
and closes with a summary of desirable 
future developments. 


PHOTOGRAPHY AS A HOBBY, by 
‘red B. Barton. Published by Harper & 
Brothers, New York. $2. 

For the man who feels the need of a 
hobby that is stimulating but not strenu- 
ous, the writer suggests photography. In 
a chatty, readable style that does not 
bewilder with technical details, he tells 
how to get the fullest enjoyment out of 
an exciting, inexpensive, easy-to-learn 
form of recreation. 


Sl 7 e 


Stephen H. Fifield Becomes 
F. A. A. President 


More than 300 delegates were registered 
at the 24th annual convention of the 
Financial Advertisers Association, held 
September 11-14 at Toronto. An inter- 
esting program featuring problems of 
advertising and public relations held their 
attention. 

Stephen H. Fifield, of the Barnett 
National Bank, Jacksonville, Fla., was 
elevated to the presidency of the associ- 
ation, incense George O. Everett of the 





“Left to right: Preston E. Reed, executive vice- 
president; Fred W. Mathison, National Security 
Bank, Chicago, treasurer; L. E. Townsend, Bank of 
America, San Francisco, third vice- president; Stephen 
H. Fifield, Barnett National Bank, Jacksonville, Fla., 
president; Thomas J. Kiphart, Fifth- Third Union 
Trust Co., Cincinnati, former president; Robert ae 
Izant, Central National Bank, Cleveland, first vice- 
president; Victor Cullin, Mississippi Valley Trust Co., 
St. Louis, second vice-president; George O. Everett, 
First Citizens Bank & Trust Co., Utica, N. a 
retiring president 


First Citizens Bank & Trust Co., 
N. Y. 

Robert J. Izant, of the Central National 
Bank of Cleveland, is the new first vice- 
president. Victor Cullin, of the Mississippi 
Valley Trust Co., St. Louis, was advanced 
to second vice-president. L. E. Townsend, 
of the Bank of America, San Francisco, 
was elected third vice-president and thus 
is in line for the presidency in 1942. 

Fred. W. Mathison, of the National 
Security Bank of Chicago, was re-elected 
treasurer, and Preston E. Reed retains his 
position as executive vice-president. 


Utica, 


° ° Sf] 


Symposium on Investments to 
Feature Trust Conference 


A symposium on trust investments will 
highlight the program of the Tenth Mid- 
Continent Trust Conference of the Ameri- 
can Bankers Association, to be _ held 
October 26-27 at the Stevens Hotel in 
Chicago. The role of government bonds, 
municipal bonds, corporate first mortgage 
bonds, debenture bonds, real estate mort- 


7 


gages, preferred stocks and common stocks 
in trust-investment portfolios will be 
covered. 

[o.- -box period on problems in 
trust law will be held at the concluding 
session Friday afternoon, after an address 
by Professor George G. Bogert of the 
University of Chicago law school. 





COTTON 
MOVING! 


Each fall for 75 years, as the 
bulk of the great Mid-South 
cotton crop has moved through 
the Memphis market, this 
bank has cooperated closely 
with others all over the world 
in financing market transac- 
tions. Facilities developed 


through this experience are at 
your service—the year ’round. 


THE 


FIRST NATIONAL 
BANK OF 


MEMPHIS 
MEMPHIS, TENN. 
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THE SALES STAFF of this organization is the division 


through which its offerings and recommendations are trans- 


mitted to the investing public. Carefully selected, trained, and 


supervised, present members of this group have been serving 


customers of the house for an average period of 10 years; 


the average is 19 years for over one-fourth of these. 


CHICAGO, 201 SO. LA SALLE STREET - 


NEW YORK, 35 WALL STREET 


AND OTHER PRINCIPAL CITIES 





HALSEY, STUART & CO. Inc. 





In writing to advertisers please mention The Burroughs Clearing House 
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=| om your METERED MAIL! 73 
N. W. BANK Sf ahead 
Pra WAS SO EASY 
WATCH the mail of progressive banks these days 
—and notice how many of them now carry on their 
envelopes small colorful slogans, publicizing their 
Bronx € age, strength, location, advantages, community and 
28 state; selling thrift; promoting various services such Modernization Loans 


as FHA Loans, Christmas Club, Deposit Vaults, Car 57 discount 3GMonthstopey =) 


Finance Plans, Personal Loans, Travel Bureau, 
Checking Accounts, etc. 











This advertising medium is dignified, effective, 
AFTE and costs nothing —when you use the Pitney-Bowes 

THE FIRST Postage Meter! . 
The Postage Meter is the modern mailing device 
that protects your postage from loss, theft and mis- 
use. The Postage Meter prints postage neatly and 
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BANK z 
















Ty seosiace 


swiftly, in any denomination needed, and never runs 
out of denominations; prints a dated postmark, and 
THE FIRST an advertising slogan while sealing the envelopes 
—cuts mailing time, saves extra work on statement 
days! And it does your postage accounting; always 

shows postage on hand, postage used, pieces mailed. 
. Metered Mail, already postmarked and cancelled, 
| net! skips two postoflice operations, gets on its way faster! 
THe SOUTH There’s a Postage Meter model for every bank, 
large or small. Call our nearest office for a demon- 











stration on your premises — and learn why no 
modern bank should be without Metered Mail! 
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1 FREE—a POSTAGE COMPUTER. Pocket size, “slide rule” CAVE ys 7 tl / 
PEEKSKIL type. Easy to use, invaluable. Shows instantly postage costs for INA M UTUAL ; } 
PEEKS all classes of mail; parcel post all zones up to 24 Lbs. ;with digest GAVINGS BANK, Vee az 2 to 
of important postal information. Write to address below. 
PITNEY currenco wat) BOWES m 
_— pe 
tu 
on) THE POSTAGE METER Co. hi 
tk 
THE Finst 1531 Pacific Street, Stamford, Conn. a 
In Canada: The Canadian Postage Meters & Machines Co., Ltd. st 
Branches in principal cities. Consult your telephone directory a 
se 
i OST 
BAID lo 
UNION NATIONAL BANK 
Post Office Box 1541 t} 
LITTLE ROCK, ARKANSAS h 
fc 
a! 


In writing to advertisers please mention The Burroughs Clearing House 
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Culver, Indiana, home of The State Exchange Bank, has a population of 1,500 


Country Bank Loans 


An unusual article about a bank that actively seeks a wide variety of 


loans, that insures 


free choice of the kind of institu- 

tion he will run. He can elect 
to operate primarily a place where his 
fellow citizens can store their money. 
Or he can undertake to use the com- 
munity’s funds primarily for the pur- 
pose of keeping the productive wheels 
turning throughout his district, using 
his best ingenuity to make every loan 
that he can possibly devise a way to 
make with safety to his depositors and 
stockholders. The first type leans to 
a high degree of quick liquidity. The 
second type leans to keeping safely 
loaned up. 

We have deliberately chosen to run 
the second type of institution. We 
have been running it in this fashion 
for thirty-odd years, in good times 
and bad. And, with due respect for 


foes BANKER has a 


borrowers, and that is rated highly successful 


By 
W. O. OSBORN 


Cashier, The State Exchange Bank, 
Culver, Indiana 


the modesty that is an obligation upon 
anyone who sets down on paper what 
he does and why he does it, we can 
say that in our community our method 
has proved highly satisfactory. In 
size, in stability, and in earnings our 
record has been something for which 
we have never needed to apologize. 


Besides our bank at Culver, we 


have a branch at Argos, 10 miles away. 
These are two country towns, respec- 
tively 1,500 and 1,200 population at 
the last census. Our deposit totals are 


about $2,500,000, which is approxi- 
mately triple what they were prior to 
the 1933 moratorium. At that time 
when all the banks were closed we had 
shrunk in size only around 10 per 
cent from our previous high. ‘Total 
loans, including mortgages, are $2,000,- 
000, of which nearly $250,000 are 
Title II FHA loans that may be re- 
discounted or sold at any time. Almost 
all of the rest of our footings of 
$2,700,000 are in cash, with a few 
bonds and securities. It must, there- 
fore, be apparent to any experienced 
banker that we have little difficulty 
in maintaining a satisfactory earning 
rate. 

Our basic creed may be stated as 
this: We have merchandise to sell, 
money, and it is our job to sell it. It 
follows from this principle that we 
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Lobby of The State Exchange Bank, Culver, Indiana 


actively go looking for places to lend. 
When, as occurs every once in a while, 
we hear a fellow banker state that he 
would never look for loans or offer 
them until they are asked for, because 
that would inevitably lead to heavy 
losses —well, we keep silent because 
it is impolite to run around con- 
tradicting folks who may know more 
than we know. But the fact remains 
that we have been aggressively seek- 
ing loans during all of the years we 
have been in business. And even the 
most finicky examiner has never taken 
exception to our loss ratio. 

Every once in a while the banking 
fraternity awakens to a desirable type 
of loan and decides to extend its 
services to include this. Usually such 
an occurrence startles us a little, 
because we discover that we have been 
making loans of this general type for a 
long time without realizing that we 
were doing anything unusual. This 
does not indicate that we have been 
either forward-looking or resourceful. 
Rather, it means that in our regular 
process of combing the countryside for 
all of the loan business we can safely 
and profitably take on, we have 
turned up this possibility and taken 
advantage of it before it earned general 
banking recognition. 

Automobile loans, for example. We 
have been making these for more than 
twenly years, not only in our home 
towns but also in a good many 
neighboring communities. The auto- 
mobile dealers for a good many miles 
around have been bringing their time 
paper to us for so long that we hope 
they will continue even when there 
are other good banks ready to handle 
it for them. All told, we have about 
$150,000 of loans on automobiles, 


trucks, and tractors, and wish we had 
more. 

One of our officers spends a large 
share of his time visiting people who 
may be ready to borrow, and doing 
such jobs as inspecting the county 
recorder’s books to learn of mortgages 
approaching maturity. Once we are 
satisfied that such a loan is one that 
we desire, we write a letter to that 
effect or tell the prospect face to face. 
And in a gratifying proportion of all 
instances, the loan eventually comes 
lo rest in our vault. 

Two propositions seem to us self- 
evident for a country bank in our type 
of farming community. One is that it 
is our responsibility, and opportunity, 
to take care of every credit need that 
falls within the limits of safe bank 
loaning. The other is that operating 
this type of bank builds for it an 
aggressively friendly attitude among 
the people of the community. The 
two are twins. And they probably 
must be thus inseparable, for it seems 
obvious that unless the neighbors who 


leave their money with us feel friendly 
and confident about us, we could 
hardly loan out so large a proportion 
of our assets and still feel sure that we 
could meet all demands that our 
depositors might make. It worked 
out so in the depths of the panic. 
What shrinkage we had, around 
$100,000 on deposit totals close to 
$1,000,000, was almost entirely the 
result of business inactivity and of 
folks taking out their savings to buy 
daily necessities with. 

Our desire to make loans is not 
altruistic, as any banker knows. Today 
the one way to keep money profitably 
at work is by loaning it. We have 
gone considerably out of our way to 
make it possible for us to take on loans 
that might at first glance seem in- 


advisable. There is, for example, the 
applicant, familiar to all country 
bankers. He may be a farmer, or a 


local business man, or a workingman. 
His character is excellent. He owns 
a farm, or a business, or maybe merely 
some household furniture. If he lives, 
he will almost certainly pay out. I! 
he dies, with him goes the source of 
the money that was going to be used 
to pay his note. 


FTER a great deal of preliminary 

investigating and a lot of turndowns 
from people who said it was impossible, 
eighteen months ago we worked oul 
with a life insurance company a policy 
that covers the total amount due the 
bank from a borrower in the event ol 
his death. This is essentially a group 
insurance policy such as many con- 
cerns carry on their employees. The 
basic difference is that our policy is 
on a different group, not our employees 
but our borrowers. It is worked out 
at a flat premium so that the borrower 
pays 10¢ per month per $100 ol 
coverage. This means that he pays 
1.2 per cent per annum more for his 
loan than the regular interest or dis- 
count. For this he obtains coverage 
so that if he dies before his note is 
due, it is paid off and his widow is 
clear of the obligation. 

What pushed us into this idea was a 


Borrowers, insured under a group policy, pay the premium 
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National Life lisurance GoMpanya 


Fort Wayne, Indiana _AUGUST 1, 1939 
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succession of deaths of borrowers who 
left practically no assets except those 
that we had to sell to satisfy our claims. 
The experience is unpleasant enough 
for the banker, Heaven knows. But 
also it is hard on his community good 
will. We decided we were not going 
to be caught that way again. The 
group life insurance policy is the result. 
In eighteen months eight of these 
insured borrowers have died, owing — 
and insured for—amounts varying 
from $153 to $1,168. Just the other 
day one of these customers, on whose 
farm equipment we held a chattel 
mortgage for $545, was killed acci- 
dentally. His widow knew of the 
chattel mortgage, but she did not 
know of the insurance. We promptly 
informed her that she need not worry 
about this. We canceled note and 
mortgage, collected from the insurance 
company. If any country banker 
doubts that a few such experiences 
build good will, he must be dealing with 
people totally unlike our neighbors. 
One big tractor manufacturer has all 
of his dealers and their salesmen in 
our territory carry photostats of these 
settlement checks as an added induce- 
ment to the farmer to buy a tractor 
and finance it through us. 


LiE insurance company has thus far 

found the business profitable to it. 
The coverage can be up to $1,500 for 
anyone under sixty years old, up to 
$500 for anyone between sixty and 
sixty-five, all without medical exami- 
nation. We simply notify the insur- 
ance company each Monday the names 
and amounts of all loans that have 
been covered by the policy during the 
preceding week. And there are other 
provisions, so that up to a fixed maxi- 
mum the borrower can purchase a 
larger policy at the same rate without 
medical examination, or up to a still 
larger limit with a medical examina- 


lion. We cover mortgage loans in this 
same manner, using these higher 
limits. The situation is accordingly 


just so much safer for the bank and 
more attractive for the customer. 

Our belief that banking is a job of 
merchandising loans extends to our 
personnel. Every employee of our 
bank is expected to be on his or her 
toes every minute of the day to obtain 
for us the type of loan business that 
we need. All that the bank, as an 
institution, can do is to get the people 
inside the front door and give them 
good service. Thereafter it is up to 
the officers and the staff to turn this 
human material into business. We 
are not merely expressing a wish when 
we say that all of our people go after 
every bit of business they can find for 
us, whether during banking hours or 
on their own time. Either they take 
this co-operative attitude, or they do 
not remain with us. But we do not 
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President S. C. Shilling discusses a sales contract loan 
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Cashier (and Attorney) W. O. Osborn examines a mortgage 


ask this without payment. Actually, 
a good many of our salaries are so 
high that bankers tell us we cannot 
afford them. Our answer is that we 
make good profits, year in and year 
out, as compared with banks that are 
less liberal in their salary rates. And 
we recognize an unusually good job 
by extra compensation. Shortly after 
the end of the first half’s business this 
year, we gave several raises for this 
reason, and made them retroactive to 
January first because the people who 
earned them had done the extra-fine 
job during the first half. 

All told, we make close to 500 new 
notes and renewals in an average 
month, between 5,000 and 6,000 loans 
a year. Some of these are tiny. An 
adding machine tape of July’s notes 
shows several for $5.25, which means 
that someone gave his note for the 
$5 bill that he needed, plus our 25¢ 
minimum discount. Admittedly, we 
cannot make any money on a 25¢ 


revenue, but when the fellow who 
borrows $5 needs it, his need may be 
exactly as urgent as that of the busi- 
ness man who comes in for $5,000. 
Theoretically, a bank cannot afford 
to make $5 loans. Actually, both from 
the standpoint of meeting the needs of 
the neighbors and quite as important 
the development of community good 
will, we do not believe that our sort 
of bank can afford to turn down such 
an application from a man or woman 
whose credit is good for this amount. 


NCLUDING mortgages, both FIIA 
Title II and uninsured, our loans 
average out close to $500, maybe a 
few dollars lower one month, a few 
dollars higher the next. All of our 
loans except the tiny ones require 
monthly amortization. Our experi- 
ence has been that this is the way to 
keep a note case alive. Our monthly 
turnover is around $300,000. This 
See COUNTRY BANK LOANS—Page 28 
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New York Sponsors 


NIFORM ANALYSIS 


S has been explained in a previous By 
article,* the committee of the 
New York State Bankers Associ- 


ation after considering the entire field THEODORE ROKAHR 


of account analysis agreed that the Vice-President and Treasurer, First Citizens Bank & Trust Company of Utica, 
the only proper method was by 100 Utica, New York, and Chairman, Committee on Standardization of 
per cent analysis. It further agreed on Analysis Methods, New York State Bankers Association 

the components of a formula for arriv- 

ing at sound analysis and accurately 








determining service charges. ll. The writer considers in detail the ingredients 

We carefully pointed out in our a ‘ 
report on our work that our commit- of three approved formulas for determining service 
tee’s duty was limited to recommend- . : 
ing ways and means of achieving charges accurately, as worked out by his committee 
standardization of analysis methods, . . 
and that we had no responsibility for after a thorough study of the methods in operation 
recommending specific rates, costs, or 
prices. Costs may vary from bank to 
bank, and rates, or to use the com- must be determined by the manage-_ consider the full-length formula. It is be 
mercial terminology, “prices,” should ment of that institution. Further shown in the box below as Formula in 
properly depend upon the bank’s costs. along two briefer methods of account “A.” n¢ 

Using the factors considered in last analysis will be presented. It is Without undertaking any detailed uy 
month’s article, the committee first possible that these more condensed’ explanation of these items, since the SC 
developed a formula for analysis of formulae will prove more directly readers are doubtless familiar with th 
active checking accounts which shows applicable to part or all of the accounts most of the facts, it may be well to m 
how the operation is performed step in a given bank. But since they are makea few comments on some of them. al 
by step. Whether or not an individual merely condensations of the complete As was pointed out in the previous re 
bank should use this full formula in its method, and if properly used will article, average balances rather than ul 
everyday work on all accounts or on — result in identical charges, it will lead minimum balances were determined as 
a part of its accounts is something that to better understanding of these subse- upon as the right basis of computa- bi 
SGasbonihes tune, Sie Buicwndie Cleaten Moun. quently presented methods if first we tion since average reserves, average in 


The committee after considering the entire field of account analysis agreed that the only proper wk that 








66 ~* 
FO RMULA For the Analysis of Active Checking Accounts 
1. Depositor’s Average Daily Ledger Balance aie Mcentean involved for normal amounts; or at __¢ per - 
2. Less Average Daily Float (deposited checks in minute of handling time for substantial amounts 2. 
process of collection). eles nl $____ in varying denominations) 3 
3. Average Net Collected Balance _ — 12. ____ Coupons Collected at ___¢ per envelope 4 
4. Less Uninvested Portion of Net Collected Balance, 13. ___ Checks on other local banks collected at __¢ ° 
: including legal and cash reserves __% a. 14. ___ Checks on out-of-town banks collected at __¢ 
5. Portion of Depositor’s Balance which was invested _ 15. ___ Items debited (checks paid for the depositor, 
6. Gross Earnings on Invested Portion of Balance at notes and other charges to the account except 
___% per annum, (percentage to be determined as , vw charges) at __¢ each : - 
recommended)... gS _ 16. ___ Checks Cashed at __¢ each (to be used in 
7. Less Administration Expense. (eost of. insuring and " certain cases only) ; ; 6 
otherwise protecting the depositor’s funds; and 17. ___ Returned Items at __¢ each (if not otherwise - 
cost of investing the invested portion of his average charged for) : ; , . 
balance) at __¢ per $100 or per $1,000 of in- 18. Other Special Services (if not otherwise charged for. 
vested portion of balance)... = These would include collections handled; remit- 
8. Balance of earnings available to p: Ly ‘for service... $____ tances; money transfers; night depository; etc., at 
the price determined for each; also a charge for 8. 
SERVICES RENDERED a) ee eee 9. 
9. Account maintenance at —¢ (per account per 19. Total Value of services rendered... — 
month) 20. Less balance of earnings available to} pay y for s service _ 
10. _. Deposits Handled at __¢ each (Item 8 above) ............ seveeseeeeceeeceeeneeecees  D—— ‘ 
11. Cash Handled (at a percentage of the amount 21. Net service charge (or excess ss profit). wansceeeeeeeeesenaeeceeens »— 
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GROWTH OF SERVICE CHARGES 
in Relation to Net Profits | 


(Based on Figures Published by the Federal Reserve Bank of New York) 
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This chart illustrates the increased proportion of net profits represented by gross income from service charges 


balances with other banks, and average 
investments reflect average deposits, 
not minimum deposits. Float, based 
upon the Federal Reserve availability 
schedule, must first be deducted from 
the average ledger balance to deter- 
mine the average net collected bal- 
ance. In turn, the net collected balance 
represents in part reserves and other 
uninvested funds, and in part earning 
assets. Only that portion of the 
balance which was actually invested 
in earning assets could produce any 


income, hence reserves and uninvested 
funds must be proportionally de- 
ducted to determine how much of the 
balance was actually earning income 
to be credited in the depositor’s 
account analysis. This is accomplished 
by determining the percentage of the 
bank’s deposits left uninvested over a 
given period of time. Then applying 
this percentage to the depositor’s net 
collected balance, we deduct the result 
from the depositor’s net collected 
balance to arrive at the total of the 


depositor’s funds actually at work. 
The committee feels that the percent- 
age of uninvested funds and the earn- 
ing rate should be determined at 
reasonable intervals, certainly not less 
than once a year. 

In considering the earning rate, the 
committee decided that there is little 
merit in the argument that checking- 
account balances are not entitled to an 
income credit at a rate which equals 
the bank’s average rate of return on 
its total invested funds, but rather that 


s that of 100 per cent analysis, as embodied in the formulas reproduced below and on page 14 








FORMULA “B”’— 


—_ 


Depositor’s Average Daily Ledger Balance.. 


ees  — 10. ____ Checks on out-of-town banks collected at __¢ 

2. Less Average Daily Float......................20...-0.:.-c.scsseees-s a each 

3. Average Net Collected Balance eer een 11. __ Items debited (checks paid for the depositor, 

4. Earnings Available to pay for service at___% per notes and other charges to the account except 
annum on net collected balance........ = service charges) at ¢ each 

es Checks Cashed at ___¢ each (to be used in 
SERVICES RENDERED certain cases only) 
ss. . Returned Items at —__¢ each (if not otherwise 

5. Account maintenance at ¢ (per account per charged for) 
month) 14. Other Special Services (if not otherwise charged for. 

}. __ Deposits Handled at __¢ each These would include collections handled; remit- 

7. —___ Cash Handled (at a percentage of the amount tances; money transfers; night depository; ete., 
involved for normal amounts; or at _¢ per at the prices determined for each; also a charge _ 
minute of handling time for substantial amounts for overdraft, if any).......................... : weeees $ 
in varying denominations) 15. Total Value of services rendered .......................2......... $- 

Ss. ___ Coupons Collected at ___¢ per envelope 16. Less earnings available to pay for service (Item 

9. ___ Checks on other local banks collected at __¢ | SA Ses ; peuaaed. _- 
each 17. Net service charge (or excess profit)... $... 


Norse: The parenthetical comments are solely for the purpose of clarifying this formula for the reader and, except for that con- 


An Alternative Formula for the Analysis of Active Checking Accounts in which 
reserves, uninvested funds, investment cost and protective cost are reflected in 
a lower rate allowed the depositor instead of being treated separately. 


cerning float, should not be included in an analysis exhibited to a depositor. 


—— 
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any such credit should be held at a 
level consistent with the return on 
short-term high grade investments 
which can quickly and unquestionably 
be converted into cash. This argument 
is based on the assumption that 
the greater earnings from longer term 
investments belong to the savings 
depositors and that it is unfair to 
‘subsidize checking account costs and 
demand liability volume with income 
properly earned by savings accounts.” 
If savings accounts had not been 
demonstrated to be just as surely 
demand liabilities as are checking 
accounts, this argument might hold 
water. But since, in actual experience 
both types of deposits have been shown 
to be essentially of the same character, 
we believe that they may be assumed 
to have earned the same rate. Hence 
the average rate for the bank is 
recommended as a basis for computing 
earnings when analyzing checking 
accounts. Normal losses on loans and 
investments are, in the committee’s 
judgment, proper deductions from the 
earnings in analysis, as is that portion 
of a fair profit which is intended for 
addition to capital funds. Therefore, 
the committee recommends that the 
bank’s average rate of return on 
invested funds be reduced by 20 per 
cent, or that the bank’s gross income 
be reduced by the same percentage 
before the average rate for use in 
account analysis is computed. 
Administration expense is properly 
deductible from the income produced 
by the invested portion of the deposi- 
tor’s balance. First of the two factors 
making up administrative expense is 
the size cost, representing protection 
and insurance costs of all kinds in- 
curred to protect the dollars on deposit, 
and hence related to the depositor’s 
average balance. Second is the invest- 
ment or conversion cost, which is 
related to the invested portion of the 
balance and hence is expressed in 
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terms of a percentage of the invested 
portion of the balance. To hold to a 
minimum the factors in the formula, 
the committee recommends combining 
these two costs by reducing them to a 
common percentage, or if you prefer 
to think of it so, a cost of so many 
cents per thousand or hundred dollars 
of the invested portion of the deposi- 
tor’s balance for the month. 


HERE is available a shorter and 

simpler method of determining the 
earnings credit to which the depositor 
is entitled as an offset against the 
value of the service he received. This 
is shown as Formula “‘B” in the box 
on page 13. 

An account analyzed by this formula 
will pay exactly the same _ service 
charge or show exactly the same 
excess profit as it would if analyzed by 
the larger number of headings in the 
full-length formula, provided the rate 
allowed the depositor correctly reflects 
the reserve and cost factors which have 
been omitted from this shorter form. It 
was the opinion of the committee that 
many banks might be reluctant to use 
this shorter form because of the extent 
to which it reduces the rate mentioned 
in an analysis that may have to be 
exhibited to a depositor, and that 
therefore until depositors become edu- 
cated to the fact that 6 per cent is not 
the average rate earned on bank loans 
and investments it might be well to 
discuss analysis with depositors in the 
greater detail of the full-length formula 
rather than risk misunderstanding and 
suspicion by using the short cut. It 
has since been suggested that by 
printing on the form in a footnote the 
full formula by which the rate used in 
line 4 of the short form is arrived at, 
this objection could be overcome 
without resorting to the added work 
of doing it the long way. 

The portion of the formula headed 
“services rendered” is worked out on 


the principle that the service function 
of a bank should be considered as an 
earning entity separate and distinct 
from the investment function. The 
contribution of the investment func- 
tion is represented by the 20 per cent 
which it has been recommended be set 
aside before determining how much o! 
the gross income is available to absorb 
the cost of protecting and investing 
depositors’ funds and the cost of 
servicing their accounts. The contri- 
bution of the service function should 
be obtained through intelligent mer- 
chandising of bank services at a fair 
profit. This means these services 
should be sold at a price which includes 
a fair margin of profit, rather than 
including a separate profit factor in 
account analysis. We see no reason 
why a bank should set up against 
itself the psychological obstacle of 
showing its profit, any more than a 
merchant shows his profit separately 
in marking his goods for sale. 

A nationally known firm of bank- 
cost analysts holds that a bank must 
earn net 2% per cent on its stock- 
holders’ funds; 1 per cent on its time 
deposits; and 1% per cent on its 
demand deposits, if its total net earn- 
ings are to be adequate to provide for 
normal losses on loans and invest- 
ments, additions to capital funds to 
protect deposits and to absorb ab- 
normal losses in periods of depression, 
and a reasonable return to stock- 
holders. Since we have provided for 
part of this return in the 20 per cent 
deduction previously discussed as a 
means of assuring a return on the 
investment function, we must mark up 
the cost of services above actual 
expense in order to make up the 
remainder of the desired profit. Unless 
some provision were made for profit 
on services rendered, and if the balance 
factor were to be the sole basis for the 
computation of profit, then the profil 

See UNIFORM ANALYSIS—Page 29 


The writer holds that fairness and accuracy should not be sacrificed for utmost simplicity in analysis methods 





Services Rendered 


per month) 
2 Deposits Handled at 5¢ each 
$160. Cash Handled at 1/40 of 1% 


1¢ each.... 


at 2¢ each 


considered as standard 





FORMULA “C”’— 


Depositor’s Average Daily Ledger Balance... 


Account maintenance at 30¢ (per account 


2 Checks on other local banks eollected at 


1 Cheeck(s) on out-of-town banks collected 


| Nore: The rates used above are purely 





$180.00 


30 


on SRE None 

$ 0.93 
2 Less Earning value of balance at 17¢ per $100.._... 31 
2 I i et $ 0.62 


For the analysis of personal and other relatively inactive 
accounts in which the float factor is negligible or non-existent. 


12 Items Debited (depositor’s checks paid) 
2 EEE eee $ 0.45 
Other services (which would include an 


| 

| 

| 

| 

| 

occasional return item, coupon, collec- | 

10 tion, remittance, etc., if not otherwise | 
| 

| 


arbitrary and for the purpose of illustration only. They are not to be 
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Banking as Viewed 
trom \WasHINcTon 


+ * +k * * 


* * * * * 


* * * te * 


By HEN RY D. RALPH, Washington Correspondent 


Administration Acts to 
Cushion War Shock 


Steps to cushion the shock of war to 
American financial institutions were 
taken by the Federal Government im- 
mediately after the outbreak of hos- 
tilities in Europe, and the situation is 
being watched closely, with plans 
being made to meet any contingency. 

Henry Morgenthau, Jr., Secretary 
of the Treasury, appointed six special 
advisers, three financiers and three 
economists, to serve temporarily or as 
long as they are needed on a loan ora 
‘“dollar-a-year” basis. These men will 
have no administrative duties but will 
simply study financial and monetary 
problems arising out of the European 
war and will be in constant consulta- 
tion with the Secretary. The Secretary 
made arrangements with these men 
last spring to aid him if called upon, 
and he summoned them to duty as 
soon as he returned from Europe early 
in September. The advisers are W. R. 
Burgess, vice-chairman of the National 
City Bank of New York; Tom K. 
Smith, president of The Boatmen’s 
National Bank of St. Louis; Earle 
Bailie, chairman of the Tri-Continental 
Corporation and associated companies 
and a member of J. & W. Seligman 
and Company; Dr. Jacob Viner of the 
University of Chicago; and Dr. Walter 
W. Stewart and Dr. Winfield Riefler, 
both of the Institute for Advanced 
Study, Princeton, N. J. All are 
recognized authorities in their fields, 
and most of them have previously 
been in government service or served 
as special Treasury advisers. Bankers 
and others having problems growing 
out of the war may confer with these 
men at any time. 

The problem of short-term credits 
covering ordinary commercial trans- 
actions with belligerant nations is 
being examined by a special inter- 
departmental committee headed by 
John W. Hanes, Undersecretary of the 
Treasury, and including also A. A. 








HENRY MORGENTHAU, JR., Secretary of the Treasury 


. summons advisers from banking ranks on outbreak of European hostilities 


Berle, Jr., Assistant Secretary of 
State; Herbert Feis, economic adviser 
of the State Department; and James 
W. Young, director of the Bureau of 
Foreign and Domestic Commerce. 
The neutrality law prohibits warring 
nations from floating loans in the 
United States, but empowers the 
President to permit the continuance of 
ordinary commercial credits and short- 
term obligations in aid of legal trans- 
actions and of a character customarily 
used in normal peace-time commercial 
transactions. This committee will 
advise banks and other financing insti- 
tutions as to what can or cannot be 
done under the neutrality law in 
extending credits to nationals of bel- 


ligerents and in financing the exports 
of goods not banned by the neutrality 
act. The hope is to permit American 
business to continue to operate as 
smoothly as possible. 

The Federal Reserve Board is watch- 
ing credit conditions closely, and is 
ready to use its vast powers in control- 
ling inflationary trends and _ stabiliz- 
ing the government bond market. 
Officials of the Securities and Exchange 
Commission have been in constant 
touch with the New York Stock Ex- 
change to prevent raids and unwar- 
ranted speculalive moves. Other gov- 
ernment agencies are also keeping in 
close touch with domestic problems 
arising out of the war. 
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U. S. Savings Bonds Sales* 


from March, 1935, through 
June, 1939 


Types of Purchasers Amount 


Male $ 514,829,675 
Female 406,375,300 
Co-owner 877,558,750 
Beneficiary 266,070,575 
Fiduciary 159,277,675 
Bank... 272,413,875 
Corporation 102,914,375 


Association 
Sub Total 
Possessions 
Foreign 


_ 51,435,075 
$2,650,875,300 


1,306,650 
+,996,700 





Totals $2,660,178,650 
Population Groups Amount 
Less than 2,500 $ 403,495,900 
2,500 to 5,000 184,019,500 
5,000 to 10,000... 194,251,025 
10,000 to 25,000 264,989,250 
25,000 to 100,000 362,829,125 


100,000 and over 


Sub-Total 


1,241,290,500 
$2,650,875,300 


Possessions +,306,650 
Foreign. ___ 4,996,700 
Totals $2,660,178,650 


*Maturityv Value 











U. S. Baby Bonds Have Rapid 
Five Year Growth 


In their five years of life, Secretary 
Morgenthau’s baby bonds have _ be- 
come such lusty youngsters that they 
have carved quite a place for them- 
selves in the financial system and are 
being eyed with a great deal of interest 
both by bankers and government 
economists. 

With cash sales of United States 
savings bonds now averaging well over 
$2,000,000 per day, they have become 
a rather important element in Treasury 
financing, but even more important, 
they are being looked upon as an 
important instrumentality in govern- 
ment monetary and credit policy. 
Under present conditions the interest 
rate on baby bonds is considerably 
higher than that paid by savings banks 
and is about equal to the rate of most 


building and loan associations. Since 
the bonds are sold only in small 


denominations and largely to persons 
with relatively small savings to invest, 
the government is directly competing 
with these private institutions for the 
savings of the public, and this com- 
petition is beginning to be felt in 
many quarters. The little bonds are 
also making considerable inroads in 
certain fields of insurance. 
Consideration is now being given in 
government circles to proposals to 
reduce the interest rate on baby bonds, 
and to broaden their markets by lifting 
the present restrictions on sales of 
more than $7,500 purchase price 
($10,000 maturity value) to any one 
purchaser in any one year. ‘These 
proposals come from different sources 
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and have different motives, and there 
is no indication that the Treasury will 
adopt either one of them, but the fact 
that they are under consideration 
indicates the importance being given 
to savings bonds as instruments of 
financial policy. 

Savings bonds are sold on a discount 
basis and if held to maturity of ten 
years from the month of purchase their 
average yield is 2.90 per cent. They 
may be redeemed in cash at any time 
at a fixed schedule of return, and if 
held for eighteen months the yield is 
1.76 per cent. The baby bonds are 
not subject to depreciation, market 
risk or normal taxation, and since this 
rate of return is higher than most 
other short time investments, it is 
argued that if the present limit of 
$7,500 sales per purchaser were re- 
moved the baby bonds would find a 
much wider market among banks, com- 
mercial firms and individual investors. 

There are two arguments for re- 
ducing the interest rate on baby bonds. 
One is the obvious fact that the rela- 
tively high rate of interest is coming 
to be serious competition with private 
savings institutions, particularly build- 
ing and loan associations. The other 
is the fact that the yield of 2.9 per 
cent is higher than the government has 
to pay for money borrowed on other 
forms of security, and the high selling 
cost of baby bonds as compared with 
block sales of large amounts of bonds, 
notes and bills to banks and other 
institutional investors. 

While the cost of selling and dis- 
tributing baby bonds is considerably 
higher than that of other Treasury 
obligations, the cost is actually quite 
low and is well within the limit which 
the Treasury considers a reasonable 
cost of promoting a security issue in 
normal times. During the life of the 
savings bond program, selling and 
promotion costs have been one-sixth 
of 1 per cent, or sales of $600 for every 
dollar spent in promotion. 

When baby bonds were placed on 
sale in March of 1935 there was con- 
siderable interest in them and the 
first month’s sales were quite satis- 
factory. After that the sales fell off 
for several months, and then the 
Treasury started advertising. Secre- 
tary Morgenthau, who originated the 
baby bond idea and who still takes 
a very active interest in the program, 
instituted large scale commercial prac- 
tices in promoting the sale of baby 
bonds. Since then, with only three 
exceptions, the sales each month have 
been higher than sales for the corre- 
sponding month of the preceding year 
by percentages ranging from one to 
more than 100 per cent. A national 
magazine advertising campaign was 
started on a large scale and this was 
backed up by a direct mail advertising 
plan which is still operating effectively. 


The most modern accounting and 
mailing equipment is used, and the 
plant occupies a large area in one of 
the buildings of the Treasury’s Bureau 
of Engraving and Printing. While the 
government pays no postage and no 
rent, all expenses, including postage, 
which a private enterprise would have 
to pay have been computed in arriving 
at the sales cost of one dollar per $600 
taken in. The savings bonds division 
maintains an active file of 7,000,000 
names of purchasers and prospective 
purchasers, and makes about 3,000 
address changes every day in order 
to keep this file up to date. Pro- 
motional literature is sent to every 
one of these 7,000,000 names every 
three months, which means some 
30,000,000 mailings a year or an 
average of around 100,000 a day. 

The filing system is so complete that 
the name of any purchaser and pros- 
pect can be located in a few minutes, 
together with the records of his pur- 
chases. Another file shows the num- 
ber of men, women, children and 
institutional purchasers in every city 
in the United States. The promotional 
literature is attractively illustrated 
and is prepared in accordance with 
the best rules of direct mail advertis- 
ing. The list of prospects is con- 
stantly being added to from all possible 
sources, but the biggest single list was 
furnished by the postmasters all over 
the country. More savings bonds are 
sold through postoffice windows than 
by direct mail, but the Treasury feels 
that its mail order business and its 
direct mail advertising campaign are 
essential in getting more and more 
individuals interested in this form ol 
government security. 

The sale of baby bonds is by no 
means confined to individuals, and 
the Savings Bond Division has been 
surprised to note the number of 
banks, corporations, and associations 
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Large scale promotion boosts baby bonds 
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GROCER’S WINDOW AT DAYTON, OHIO 


SECRETARY HENRY A. WALLACE inspects food stamps 


. . . bank service is required in Department of Agriculture’s stamp plan for distributing surplus food 


of various kinds which regularly pur- 
chase these securities as a convenient 
means of investing their surplus cash 
for relatively short periods. 


° 4 + 


Banks Participating in 
Food Stamp Plan 


Expansion of the so-called food 
stamp plan by which the Department 
of Agriculture hopes to dispose of 
large quantities of surplus crops may 
eventually mean a great deal of addi- 
tional business for banks in all parts 
of the country. Whether this new 
business will prove to be profitable or 
simply another chore which banks 
are expected to perform as a public 
service remains to be seen as the plan 
unfolds. At present the plan is 
operating in only six cities, but it 
soon will be expanded rapidly and will 
be functioning in perhaps 75 or 100 
cities by next spring. 

Under this plan persons eligible to 
participate purchase a quantity of 
orange-colored stamps in 25-cent de- 
nomination and are given blue stamps 
of 25-cent denomination to the value 
of half their purchase of orange stamps. 
The orange stamps may be used as 
cash in any grocery store for the pur- 
chase of any food commodity. The 
blue stamps may be used only for the 
purchase of commodities which are 
from time to time officially designated 
as surplus by the Department of 
Agriculture. 

The grocer accepts the stamps as 
money and pastes them on small cards 
each holding $5 worth. These cards 
he then deposits with his bank along 
with his day’s receipts in checks and 
cash. The banks send the cards to the 


Treasury and are reimbursed from 
revolving funds set up for the purpose. 

This procedure necessarily involves 
considerable trouble for the banks 
since more bookkeeping and handling 
is necessary than in clearing ordinary 
bank checks. Plans are being con- 
sidered for simplifying the accounting 
systems first set up, in order to reduce 
some of the paper work in the bank. 
In Rochester, New York, where the 
plan was first put into operation, an 
average of $20,000 of blue stamps is 
handled every week, which means 
that the bank must clear a total of 
$60,000 worth of blue and orange 
stamps. 

Originally the food stamp plan was 
limited to persons on relief roles, but 
an experiment is to be tried in Shaw- 
nee, Oklahoma, under which persons 
not on relief but having a total family 
income of less than $19.50 per week 
may also participate. 
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Subjects for Study in Senate 
Bank Inquiry 


A wide range of subjects has already 
been suggested for the agenda of the 
Senate Committee on Banking and 
Currency for its forthcoming investiga- 
tion of monetary and banking policies 
which was authorized by the Senate 
just before adjournment of the session. 
The inquiry will not be an investiga- 
tion of banks, bankers, and banking 
practices, but will be concerned more 
with the broad subject of banking 
theories, credit control, and_ basic 
monetary problems. Particular atten- 
tion will be paid to the various state 
and Federal bank supervisory agencies. 

Some revision of the Banking Act 


of 1935 may result from the study, but 
these amendments are expected to 
be more along the line of altering 
Federal bank supervision rather than 
details of bank operation. 

The genesis of the investigation was 
the last annual report issued by the 
Board of Governors of the Federal 
Reserve System. While the Federal 
Reserve Board will not necessarily be 
the controlling influence in whatever 
recommendations the committee may 
make, it undoubtedly will succeed in 
getting the committee to take up the 
questions outlined in its annual report. 

The first of these is the matter 
of diverse authority of supervisory 
agencies, their overlappings and gaps, 
the possibility of conflict of policy 
among them, the hardships imposed 
upon banks in having to answer to so 
many different masters, etc. 

The second large subject for study 
outlined in the board’s annual report 
is the relation between supervisory 
and credit policies, and on this subject 
the opinion of the Reserve Board is 
in conflict with that held by the 
Federal Deposit Insurance Corpora- 
tion and other officials. On this point 
the board says: 

“Criticism has been directed in 
recent years at supervising authorities 
for the influence they have exercised 
toward the curtailment of credit at 
times when such curtailment has been 
contrary to prevailing national credit 
policies and tended to retard economic 
recovery. There are wide differences 
of opinion on this subject and it 
deserves full and fair exploration and 
consideration.” 

The third major problem which the 
board wants studied is that of excess 
reserves and the powers of the board 
over bank reserves. 
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AFEGUARDING the assets of a 
‘sy bank is comparatively simple 

because these assets are all known 
and of record. Protecting a bank with 
respect to its liability is more difficult 
because a bank may assume a liability 
without its becoming of record. It is 
first necessary to establish and main- 
tain an infallible system for recording 
liabilities. 

The responsibility for securities held 
as collateral to customers’ notes repre- 
sents one of the largest liabilities of a 
bank. We reviewed our discount 
collateral system a few years ago for 
the purpose of providing adequate 
protection for the collateral and of 
removing any unnecessary temptation 
to our employees. 

We found that the principal problem 
in the control of the collateral was in 
establishing a rigid positive system 
for recording collateral when received 
and of maintaining that record until 
the collateral was properly released. 
Unless that is satisfactorily accom- 
plished, it becomes possible for an 
unscrupulous person to borrow securi- 
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Dua Controt for 
Loan Collatera 


By 


es. Fs 


LYLE 


Comptroller, City National Bank & Trust Company, 
Kansas City, Missouri 


Realizing the need for greater protection of loan 


collateral, this medium-sized bank has installed 


a system of recording securities which meets the 


requirements of safety, efficiency, and economy. 


It’s adaptable to a small bank with few employees 


ties for hypothecation elsewhere. 

Let us suppose that John Doe has 
borrowed a few thousand dollars from 
the Blank City Trust Company 
on a demand note, collateralized by 
listed collateral. As market condi- 
tions change, he substitutes some of 
the collateral and when the market 
breaks, he adds additional collateral. 


The Blank City Trust Company 
doesn’t have a collateral teller, so 
John Blank, the note teller, receives 
and cares for all of the collateral. He 
describes the collateral on the note 
and in the ledger and records the 
substitutions and additions. The bank 
examiners verify the collateral periodi- 
cally and ascertain that the loan is 


In this typical transaction under dual collateral control, both tellers are verifying the release ot securities 
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Serially numbered forms prepared 
in one operation by the collateral 
teller in recording securities 


amply collateralized, but neither they 
nor anyone else, except John Blank, 
note teller, and John Doe, customer, 
can determine whether all the collateral 
is there that should be there. The 
accuracy and reliability of the collateral 
record depends solely on the honesty 
of John Blank, note teller. This is an 
unfair temptation to John Blank, as 
well as a dangerous and unnecessary 
hazard for the customers and for 
the stockholders of the Blank City 
Trust Company. The infrequency of 
defalcations by note tellers is not due 
to the accounting and control methods 
customarily employed, but to the 
exceptionally high character and good 
judgment of the men who _ usually 
hold those positions. 

As a preparation for establishing our 
own collateral control, we examined 
the systems employed by a number of 
other banks and as a result of this and 
other analyses, we set up certain 
standards or requirements which should 
be met in our own discount collateral 
control. These standards, which we 
considered essential in a_ collateral 
control, are listed below in question 
form: 

1. Does the bank give the same 
care and protection to customers’ col- 
lateral that they give to their own 
securities? 

2. Is the receipt and recording of 
collateral verified by two persons at 
the time that it is received from the 
customer? 

3. Do two persons verify the substi- 
tution of collateral and is the recording 
of the substitution verified by those 


persons? 
4. What assurance is there that 
collateral, shown on the records as 


released, has actually been delivered 
to the customer? Is the release of 
collateral and clearance of the records 
verified and approved by two persons? 
5. Would it be possible for a dis- 
honest officer or employee to borrow 
customers’ securities temporarily for 
his personal use as collateral elsewhere, 
and would the bank’s records reflect 
the liability for the missing securities? 
6. Are the collateral ledger sheets 
serially numbered and is the numerical 
sequence of these sheets periodically 
verified to prevent the removal or 
substitution of a ledger sheet? 
7. If the bank issues receipts to 
customers for collateral will the bank’s 
records clearly prove that the collateral 
was properly released, should a col- 
lateral receipt subsequently be pre- 
sented by a customer or by one of his 
heirs? 
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8. Is an adequate record maintained 
of income collected on securities held 
as collateral? 

9. How can all of the above results 
be obtained without too much increase 
in clerical costs? 

The basis of our system lies in the 
control of the securities by two per- 
sons, using the forms illustrated. All 
collateral must be verified by both 
the note teller and by the collateral 
teller, when received, and again when 
released. Both tellers must witness 
the recording of both transactions and 
indicate their approval by initialing 
the collateral record. 

All collateral is received from the 
customer by the note teller. The note 
teller verifies the collateral and lists 
it on the note, or on a memorandum 


sheet if the list is too long, and hands 
the collateral to the collateral teller 
in the adjoining cage for recording. 

The collateral teller records the 
collateral in one operation on the four- 
copy, serially numbered form illus- 
trated above. The four copies of 
this form are used as follows: 

First copy: The first copy is a 
memorandum of collateral received. 
This copy is mailed to the customer 
by the auditing department on the 
following day. This copy bears the 
same serial number as the other three 
copies so that it can be readily identi- 
fied with the bank’s records of this 
particular transaction should it ever 
be returned in years to come by the 
customer or by his heirs. None of 
our customers has objected to the 
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one day delay in the delivery of this 
memorandum. ‘They are not given a 
receipt when the collateral is deposited. 

Second copy: This copy is used by 
the note teller for dual control purposes 
and to record the disposition of income 
collected on securities held as collateral. 

Third copy: This copy is given to 
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the audit department. They use it 
primarily to account for the numerical 
sequence of the ledger sheets, and to 
obtain closer supervision of the oper- 
ation of the system. It is also used in the 
periodic verification of collateral held. 

Fourth copy: This copy is used 
by the collateral teller for the collateral 


. ¢ * 


ledger. It is printed on two-ply card- 
board and filed alphabetically in a 
tray. This copy must be signed by 
the customer when the securities are 
released and his signature must be 
witnessed by both the note teller and 
the collateral teller. 


See LOAN COLLATERAL—Page 34 


Building a Bank Library 








By 
ELLA |. CHALFANT 


Librarian, Peoples-Pittsburgh Trust Company, 
Pittsburgh, Pennsylvania 


HIS is not intended for bank 
librarians, for to them it might 

be a commonplace recital. Its 
justification, however, is that perhaps 
banks faced with a problem similar to 
ours a few years ago can profit by 
the experiment of Peoples-Pittsburgh 
Trust Company and be stimulated to 
start financial libraries of their own. 
We built our library three years 
ago because we were convinced that 
there was a demand for such a service, 
and because there already was the 
nucleus of one. All over the bank were 
individual collections of books and 
various publications. In dark recesses 
and storerooms were heaped financial 
manuals and law reports, together 
with stacks of periodicals without 
apparent present value. There was 
no organization of material, either to 
preserve it or to make it easily acces- 
sible. To get at the old Chronicles 
and Moody’s meant a disagreeable 
handling of dusty accumulations in a 














The library’s reading corner is a quiet haven for reading or study 


basement passageway. With books 
and magazines everywhere, too often 
duplicated, yet not efficiently used, 
obviously there was a need to sys- 
tematize things. It was a big task, of 
course, but the lure of successfully 
establishing a financial library and 
enthusiasm for the envisioned result 
carried the project along swiftly. 
Before the end of that first year, our 
library had assumed almost pretentious 
proportions and was actively at work. 


We began by sorting over books and 
salvaging important publications. By 
judicious trading, we were able, later 
on, to fill in volumes of certain maga- 
zines, and now we have bound volumes 
on the shelves of the more important 
ones: Trust Companies and Federal 
Reserve Bulletins, for example (1929 
to date). We built back on Fortune — 
and succeeded in getting the first issue 
for ten cents! All of these publications 

See BUILDING A BANK LIBRARY—Page 32 


General view of Peoples-Pittsburgh Trust Company’s well-organized library, with the author seated at her desk 
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The CLEARING HOUSE of PICTURES 


































































MENEFEE WIRGMAN ... Mr. Wirgman was recently elected presi- 
dent of the Citizens Union National Bank, Louisville, Ky., succeeding the late 
John R. Downing. He also continues as president of the affiliated Fidelity 
& Columbia Trust Co., bringing under one head institutions with combined 
resources of $77,336,895, as of June 30. 


WILLIAM C. POTTER... Mr. Potter, chairman of the Guaranty 
Trust Company of New York, is chairman of the war crisis committee formed 
by President George Harrison of the Federal Reserve Bank of New York to 
co-ordinate action in Wall Street on financial matters. Other well-known 
bankers on the committee include Leon Fraser, vice- 
chairman, James H. Perkins, Winthrop W. Aldrich, 
J. C. Traphagen, Charles A. Miller, Henry S. Morgan; 
also William McC. Martin, Jr., president of the New 
York Stock Exchange. 








W.RANDOLPH BURGESS, TOM K. SMITH, 
EARLE BAILIE... Secretary of the Treasury 
Morgenthau has drafted these three bankers on a 
special advisory committee to assist him in working 
out financial problems arising from the European war 
disturbance. Mr. Burgess, vice-chairman of The 
National City Bank of New York, will be concerned 
chiefly with plans for treasury financing. Mr. Smith, 
president of The Boatmen’s National Bank of St. 
Louis, formerly president of the A. B. A. and a former 
assistant to the Secretary of the Treasury, will co- 
‘ordinate operations of national, stale, and savings 
banks. Mr. Bailie, chairman of the Tri-Continental 
Corp. and a member of J. & W. Seligman & Co., also 
WILLIAM C. POTTER a former assistant to the Secretary of the Treasury, 
will keep watch over international capital movements. 


MENEFEE WIRGMAN 





H. DONALD CAMPBELL, E.L. PEARCE... 
These two speakers at general sessions of the A. B. A. 
convention in Seattle took their listeners beyond the 
horizon for a glimpse of what lies in store for bankers 
in the years to come. Mr. Campbell, president of the 
Chase National Bank, New York City, pictured ““The 
Future of the Metropolitan Bank.” Mr. Pearce, 
executive vice-president of the Union National Bank, 
Marquette, Michigan, foretold ““The Future of the 
Country Bank.” Senator Pat Harrison was also a 
speaker at one of the general sessions. 








W. RANDOLPH BURGESS 


EARLE BAILIE 








H. DONALD CAMPBELL E. L. PEARCE 
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HIS new streamlined model,” 
said the self-styled check-pro- 
tector salesmen, “is guaranteed. 
It’s a bargain. I'll put it in for $12.50.” 

‘“‘Nope!”’ From behind the counter 
of the Ferndale National Bank, Cashier 
John Atwood displayed a marked lack 
of enthusiasm for the proposal of the 
stranger. He started moving back to 
his desk. 

“Well... what'll you give?” 

“T like the one I’ve got,” stated 
John bringing his chin up. 

“Huh, well, better luck next trip. 
Say, sell me a little cashier’s check for 
$10, will you? Got to send the money 
to the house.” 

‘“‘Mm-yes,” hesitated John. 

John wrote out the check and slipped 
it into the old check-protector. 

“Wait! Let me punch it on my 
machine, will you? Shows the house 
I made a try and all that, you know.” 

‘“‘Hm-m, well, if you’d rather.” 

The “salesman” set the machine, 
pulled the handle, handed the check 
to John who merely noted the amount 
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Mr. Clutchtill Hits 


a (GOLDEN JACKPOT 


By 


FRED COPELAND 


Cashier, The Randolph National Bank, 
Randolph, Vermont 


The trail in pursuit of a bad check artist ranges 


from a little gold coin at one end and the muzzle 


of a gun at the other, as the wily Mr. Clutchbill 


loses no time in tracking down a suspect, snaring 


him in his hideaway, and relieving him of his loot 


was right, hurriedly placed the handful 
of silver on the counter, then nodded 
the man out. 

“What company did that fellow 
represent?” inquired Director Clutch- 
bill who had been watching with 
suspicion from around a newspaper. 

**T don’t believe he mentioned any 


company,” said John, sitting down at 
his desk. “I guess he just wanted to 
buy a check.” 

“Eh, John, I wouldn’t let those 
fellows back of the counter. This one 
hit me as a suspicious character.” 

Out in the banking room a freckled 
hand belonging to Willie Dexter, the 
teller, came up and remained poised 
in front of his eyes. He had been 
sorting the change the salesman had 
handed John. 

“‘What’s this?”’ he suddenly asked. 

“‘What’s what?” returned John with 
sudden apprehension. 

“Funny piece of money!” Willie 
came into the front office turning it 
over and over. “Yellow. Suppose 
it’s gold? British, I should think. 
You must have taken it for a quarter. 

“Let me see it.” Mr. Clutchbill 
held out a hand. “‘Hm-m, it isn’t a 
sovereign, is it?” 

‘““Maybe. Must belong to the fel- 
low.” John hopped up, went out and 
looked up and down Main Street with- 
out result. 

“Wonder how he came by a coin 
like that?”? mused Mr. Clutchbill when 
John returned. ‘‘Don’t let any more 
strangers inside.” 

“Probably a pocket piece that he 
left by accident. We’re safe this time 
anyway.” 


“‘Look!’’ cried John. Someone has 
raised that $10 check to $1000!’’ 
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A squeak came from the other side, 
then silence. Someone was on that 
gallery with him 


But very much to the surprise of 
both John and Mr. Clutchbill they 
were not safe. At that very moment 
a chain of events was starting which 
had the little gold coin at one end and 
the muzzle of a gun at the other, and 
that end was only a short interval away. 

The following week was one of those 
October periods when folk catch them- 
selves nodding with their mouths open. 
Out of such a dream John suddenly 
snapped back to consciousness. He 
held the daily statement sheet from 
the Ferndale National’s city corre- 
spondent in one hand. In the other 
was a canceled check. It was the 
$10 check he had drawn for the sales- 
man. It was no longer $10 but $1,000. 


OHN turned his gaze toward Mr. 
“ Clutchbill who was coming in. 

“Look!” he cried. “Someone has 
raised that $10 check I gave the 
check-protector salesman to $1,000!” 

“Wh . . . what!” gasped Mr. 
Clutehbill. 

“IT wonder if we’re hooked. It’s 
fraud. Can’t we turn it back?” 

“My gosh! I hope so. Let’s see it!” 

Mr. Clutchbill squatted on the edge 
of a chair. With one wipe he hooked 
on his spectacles. 

“This isn’t our figure punch on this 
check.” 

“No, he wanted to use his. You 
can see his machine didn’t punch the 
paper, and he must have used an ink 
he could wash off.” 

“If this thing goes to court they 
may prove we didn’t use proper cau- 
tion. Who are these crooks that 
endorsed it?” 

“M. Glowberry was the salesman. 
Ovid Seapaw, I can’t guess. Maybe 
the Lakeside Trust Company will 
know. Their endorsement stamp shows 
they took it.” 

“Good gracious! We've got to do 
something right off. Have the photog- 
rapher make a full-sized picture of 
both sides of this check so I can have 
itin the morning. Telegraph our city 
bank you’re returning the check on 
account of fraud. I’m leaving for the 
Lakeside Trust Company at Rutling- 
ton on the first morning train.” 

The Lakeside Trust Company had 
not been open an hour the next 
day when it received a caller. Mr. 
Clutchbill asked to see Sylvester Van 
Pipe, a bright old vice-president. 

“How do you do, Mr. Clutchbill?” 
said Mr. Van Pipe. ‘A real pleasure 
to see you.” 

“I don’t know,” said Mr. Clutchbill 

See MR. CLUTCHBILL HITS—Page 36 
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CANADIAN BAN KI 





By 


New President of the Bank 
of Montreal 


Huntly R. Drummond, who started 
his business life as a clerk in the Bank 
of Montreal, was elected president of 
that bank on August 18, succeeding 
Sir Charles Blair Gordon who died in 
Montreal on July 30. Like his pre- 
decessor, Mr. Drummond became an 
industrialist after his banking appren- 
ticeship, becoming interested mainly 
in the sugar refining business. He has 
been a director of the Bank of Montreal 
since 1912, and vice-president since 
1927. His father, the late Sir George 
Drummond, was president of the 
Bank of Montreal from 1905 to 1910. 
Mr. Drummond is also vice-president 
of the Royal Trust Co., Montreal, 
and other industrial organizations. 
He is a governor of McGill University, 
and Alexandra Hospital, both of 


Montreal. 
* — 7 


Commercial Loans Increased 
Over 1937-1938 


Domestic commercial loans of 
Canada’s ten chartered banks were 
higher for the first six months of 1939 
than for the same period in 1938 and 
1937, totaling at the end of June 
$822,000,000, according to the latest 
monthly statistical summary of the 
Bank of Canada. 

A number of reasons are given by 
Canadian bankers for this steady 
seasonal rise in commercial loans over 
the past three years, foremost of which 
is that business in general is improving, 
bringing more demand by industry 
for loans. Throughout the Dominion 
this past spring and summer has seen 
increasing business, more building. 
more tourist trade, and the start of 
production of war orders for the 
Dominion, Great Britain and France. 
Canada’s export trade is higher than 
in the boom years of a decade ago. 
There were less unemployed receiving 
relief for the first five months of 1939 
than in the same period in the two 
preceding years. 

Bankers also point out that the 
commercial loans have increased this 
year in anticipation of a good grain 
crop, with western merchants stocking 
up during the early summer months. 
Loans on the grain carry-over is 
another reason advanced for the 
general higher amount of current loans. 

Banks have in the past year done 
perhaps more specific loan advertising 














HUNTLY R. DRUMMOND 


. elected president of the Bank 
of Montreal 


than formerly, and this also is con- 
sidered a reason for commercial loan 
increases. Banks are not as quick to 
turn down requests for loans as 
formerly, another banker stated, but 
are studying loan applications more 
carefully with the intention of accom- 
modating the customer. Personal 
loans and loans under the government 
guaranteed home improvement plan 
have also tended to push commercial 
loan totals up. 
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Operation of Canadian 
Savings Banks 


While Canadians maintain the bulk 
of their savings or notice deposits in 
the savings departments of the char- 
tered banks, trust and loan companies, 
there are in addition three classes of 
savings banks in operation in the 
Dominion. 

The Canadian Government operates 
a postoflice savings bank, which in 
recent years has averaged about $22,- 
000,000 in deposits. This bank has 
branches in all postoffices. Prior to 
1929 there were two government sav- 
ings banks, but that which operated 
under the Department of Finance was 
absorbed in the Postoffice savings 
bank, which had the largest deposits. 

In Ontario and Alberta there are 
provincial savings banks, where the 
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JAMES MONTAGNES 


depositor becomes a direct creditor of 
the province. A similar bank operated 
in Manitoba, but its deposits were 
taken over by the chartered banks in 
1932. The Province of Ontario Sav- 
ings Office has been in operation since 
1922. The funds received from deposi- 
tors are used almost exclusively to 
finance farm loans under the Agricul- 
tural Development Act. Deposits are 
repayable on demand. There are 
twenty-five branches of the bank 
throughout the province. In Alberta 
the provincial treasury receives savings 
deposits and issues demand savings 
certificates or term certificates for one, 
two or three years in denominations of 
$25 and upwards. Both the Ontario 
and Alberta banks pay interest on 
deposits of 2 per cent. 

In Quebec Province there are more 
than 225 co-operative people’s banks 
or credit unions, while in Montreal 
there is the Montreal City and Dis- 
trict Savings Bank with local branches. 
This bank has been in operation since 
1846. In Quebec City the Caisse 
d’Economie de Notre-Dame de Quebec 
has been operating since 1848. Both 
these banks operate under Dominion 
legislation and like the chartered banks 
make monthly returns to the Minister 
of Finance at Ottawa. 


See CANADIAN BANKING—Page 35 











W. A. FINLAY 


. appointed president of The Canadian 
Bank of Commerce (California) with head- 
quarters in San Francisco 
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OURT DECISIONS... 


Unreasonable delay in notice of forgery releases bank... Effect of part 
payment on endorser’s liability ... Recovery of assets pledged to secure 


public deposits ... Application of collateral on other debts disallowed 


Delay Relieves Bank 


The endorsement of the payee of a 
Government check was forged. The 
check was cleared through a bank 
which guaranteed “all prior endorse- 
ments.” 

Upon the discovery of the facts the 
Government sued the bank on the 
guarantee of endorsements. 

One of the defenses made by the 
bank was that the Government delayed 
more than three and a half years after 
ascertaining the facts before notifying 
the bank of the forgery of the name 
of the payee. In the meanwhile the 
banks from which the defendant bank 
could have recouped the money had 
become insolvent and without funds. 
In legal terms, this defense is known 
as “‘laches’’ or unreasonable delay. 

The Federal court sustained the 
bank’s contention, saying: 

“While it is true that laches is not 
imputable to the Government in its 
character as sovereign, it is equally 
true that if it comes down from its 
position of sovereignty and enters the 
domain of commerce, it submits itself 
to the same laws that govern indi- 
viduals there. In this case the Govern- 
ment is asserting a claim which any 
private citizen as maker of a check 
might assert. 


By 


CHARLES R. 
ROSENBERG, Jr. 


Member of the Bar of Pennsylvania and of the 
District of Columbia 


“The Government not only delayed 
unreasonably in bringing notice of the 
forgery to the defendant bank’s atten- 
tion, but the delay resulted in the 
bank’s loss of recourse and indemnity. 
The Government, on the facts of this 
case, is subject to the defense of 
laches and that defense is a complete 
bar to the Government’s claim against 
the bank.” (United States vs. Na- 
tional City Bank, 28 Federal Supple- 
ment, 144.) 

. +7 + 


Endorser’s Liability Outlawed 


The liability of an endorser of a 
negotiable instrument or any other 
debtor may be “outlawed” by the 
passage of time; that is, it may be 
barred by the statute of limitations. 
Every state has a statute fixing the 
time after which no legal action can be 
brought on a debt. 


The statute of limitations, however, 
may be “tolled”? by the debtor’s mak- 
ing a payment on account. The time 
limit then starts to run anew from the 
date of the payment, in most states. 

Suppose that the maker of a negotia- 
ble note makes a payment on account. 
Will that payment have the effect otf 
starting the time running anew so far 
as the endorsers of the note are con- 
cerned? The Supreme Court of South 
Carolina thinks not and so expressed 
itself in a recent case: 

“If the six-year limitation statute 
applies to the endorsers in this case, 
then the statute cannot be tolled as 
to the endorsers by the maker of the 
note making a payment thereon.” 

Under this view, endorsers would 
have to be sued within the time limit 
fixed by the statute of limitations of 
the particular state. A payment by 
the endorser might toll the statute so 
far as he is concerned, but a payment 
by the maker would have no effect on 
the running of the time in favor of the 
endorser. Ordinarily the statute of 
limitations on a negotiable instrument 
starts to run from the maturity of the 
instrument. (Scovill vs. Johnson, 3 
Southeastern Reporter, Second Series, 
043.) 


See COURT DECISIONS—Page 39 
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NATIONAL 


BANK 
AND 
TRUST COMPANY 
OF NEW YORK 


Service — Maintaining an 
intimate, personalized corre- 


spondent bank service. 


Experience—Officials with 
years of servicé in this field, 
assuring a knowledge of re- 
quirements and valuable as- 


sistance. 


. Policy — To cooperate with 
out-of-town banks rather than 
compete for business which is 


rightfully theirs. 


ESTABLISHED 1908 


NEW YORK CLEARING HOUSE ASSOCIATION 
FEDERAL. DEPOSIT INSURANCE CORPORATION 
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The BOOKLET COUNTER 








Booklets listed below are offered without charge or obliga- 


tion to bank officers and other executives. 


Address your 


requests, on your bank or company’s letterhead, to 


THE EDITOR, THE BURROUGHS CLEARING HOUSE 


SECOND AND BURROUGHS AVENUES 


New Booklets 


INCREASING PROFITS FROM PER- 
SONAL LOANS... A 12-page booklet by 
the pioneer and largest underwriter of per- 
sonal loan insurance, summarizing 22 years 
of experience in this field. It describes a 
method and approach now being used success- 
fully to get and keep personal loan customers, 
and includes an explanation of how to obtain 
the best results from protecting loans with 
insurance on borrowers’ lives. 


AN INTRODUCTION TO THE BUSI- 
NESS OF MANAGEMENT ... A series of 
24 editorials by Joseph M. Dodge, president 
of The Detroit Bank, in which he outlines 
his thoughts on the personal qualities, train- 
ing, etc., which go to make up a successful 
executive. His clear-cut ideas on the subject 
should be extremely helpful to those who 
aspire to greater responsibility, as well as 
to those who are now in positions of manage- 
ment. 


LIGHTING FOR SEEING IN THE 
OFFICE ...A very complete 35-page book- 
let on a subject that has a direct bearing on 
operating efficiency, particularly in banks. 
Includes a chart of recommended illumination 
standards for various office tasks, discusses 
types of direct and indirect lighting equip- 
ment, and gives practical instructions for 
improving existing lighting systems. 


FEDERAL CREDIT UNIONS ... This is 
said to be the first factual presentation show- 
ing the rapid growth of the Federal Credit 
Union System since it was established five 
years ago. Statistics broken down into states 
reveal an increase from 78 unions in 1934 to 
2,759 units in operation in 1938, with a mem- 
bership of 627,949 and a total loan volume 
of over $47,000,000. 


Booklets Still Available 


COLLATERAL FOR RENT .. .Description 
of a plan (available only to banks) whereby 
a personal loan applicant, unable to provide 
security acceptable to banks, can rent this 
security in the form of a surety bond at an 
average monthly rate of 27 7-10 cents per 
hundred dollars borrowed for eighteen months. 


FEDERAL HOME LOAN SYSTEM ... 
This 20-page booklet, prepared by a member 
association, outlines the duties of the Federal 
Home Loan Bank Board, the insurance of 
accounts by the Federal Savings and Loan 
Insurance Corporation, the functions of the 
Federal Associations and the types of invest- 
ment offered by them to the public. 


TALKS ABOUT CHECKING ACCOUNTS 

. A series of 12 enlightening discussions on 
bank checking service, particularly in regard 
to the smaller account . . . its profitability 
and customer relations value, potential 
market, how it should be priced, how it can 
be sold, and similar pertinent observations. 


COMPETITIVE BIDDING FOR NEW 
ISSUES OF SECURITIES .. . The direct 


DETROIT, MICHIGAN 


negotiation method of underwriting new cor- 
porate financing, as opposed to open com- 
petitive bidding for such issues, is upheld in 
this 73-page pamphlet prepared by a member 
of a New York investment house. 


LIGHT THE WAY TO EFFICIENT 
OPERATIONS A 14-page booklet 
pict uring installations in financial institutions 
of illuminated equipment, designed to facili- 
tate the guidance of customers to proper 
departments. 


INDUSTRIAL RESEARCH LOOKS AT 
TOMORROW .. . Two thousand leading 
research directors were asked: What will be 
the outstanding contribution from your field 
of research during the next three years? 
Their answers, presaging notable changes in 
many major industries, have been condensed 
into an unusually interesting 17-page survey 
published by a bank widely known for its 
research advisory service. 


1914 AND TODAY ... Believing that bankers 
and others interested in the management of 
security portfolios are vitally concerned with 
the possible effect of a war in Europe, a New 
York investment house has prepared this 
analysis contrasting the present business and 
financial situation with conditions that 
existed in 1914. 


THE WINGS OF BUSINESS ... A 23-page 
booklet featuring the uses of pneumatic tubes 
for fast communication service in banks, 
insurance companies and other lines of busi- 
ness. 


6 COMMON LEAKS IN OFFICE OVER- 
HEAD .. . This interesting booklet points 
out how $10,000,000 annually is lost unneces- 
sarily as the result of old-fashioned methods 
of office operation. A typical case discloses 
an unsuspected loss of $140 out of a $760 
monthly mailing bill. The booklet cites 
definite means by which such losses may be 
eliminated. 


MODERN CHECK DESIGNS... Banks 
are becoming more and more conscious of 
the important part their checks may play in 
a public relations program, and as an adver- 
tising medium. A folder containing an 
assortment of up-to-date designs will be sent 
to bankers who are interested in improving 
their checks. 


CAN I MAKE A LIVING AS A LIFE 
INSURANCE REPRESENTATIVE? .. . 
A good booklet to pass on to some capable 
young fellow who’s looking for a job or who 
hasn’t decided just what he wants to do, or 
a responsible older man who hasn’t found his 
right place in life. 


SURVEY OF THE BOND MARKET . 

An eight-page brochure in which factors 
affecting the market are analyzed. Charts 
and supplementary data provide graphic 
pictures of the movement of the market as a 
whole and for railroad, utility and industrial 
bonds specifically. Issues are analyzed with 
definite buy, hold or sell advice. 








THE BURROUGHS CLEARING HOUSE—October, 1939 


THOUSANDS OF 


27 


COINS TO BE COUNTED 
40 that the Nation may eat 


“STRAWBERRIES cd CREAM 







Strawberry time means coin counting time to the banks in 
Paris, Illinois! 
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How this problem was met by the installation of a Brandt 
Coin Counter and Packager in one of the local banks, is 
pointed out in the accompanying article as reproduced 
from the Paris Beacon-News of May 31, 1939. 


You may not have a “strawberry time coin rush” in your 
bank, but you have every day coin counting and packaging 
problems that the Brandt will solve for you. Among other 
things, it will speed up and assure accuracy in: 










It will count coins | The 


nd pour them pirtt 


1. Counting and packaging coins for use at tellers’ windows. 
2. Checking coins at the close of each day. 


3. Counting coins received from and for shipment to Federal 
Reserve and other banks. 


4. Counting quantities of coins received for deposit. 
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Use the coupon below. It is the easiest way to get the 
complete details on how the Brandt Counter and Packager 
usefully serves banks in all sections of the United States. 


Illustrated—Hand Operated, 
Model ' 

Also, Electric Model for 
even greater speeds. 










This article reproduced with the per- 
mission of the Daily Keacon-News and 
the Citizen’s National Bank, both of 
Paris, Illinois. 


BRANDT AUTOMATIC CASHIER CO. 


Manufacturers of Coin Handling Devices Since 1890 
WATERTOWN . ~ WISCONSIN 


BRANDT AUTOMATIC CASHIER CO., 
Dept. B 10, Watertown, Wisconsin 


(] Yes, we are interested in accurate, speedy coin counting and packaging. 
Please send us complete information. 


We are also interested in Brandt: 


BRANDT 





Automatic Cashiers (poying and changing) 
Coin Counters and Packagers * Coin 
Sorters and Counters * Coin Storage 


Trays * Coin Wrappers and Bill Straps 





{_] Automatic Cashiers 
(_] Coin Sorters and Counters 


Bank Name_______ 


Send Attention. 


o ) —— 


(-} Coin Storage Trays 
{_] Coin Wrappers & Bill Straps 
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BANK LOANS | 
far 
We 
(CONTINUED FROM PAGE 11) thi 
means additional entries by the book- ni 
keepers, additional postage on notifica- sti 
tions. To compensate for the added _ 
expense, on all except sizable notes wee 
we do not refigure interest with every — 
payment, but do it at longer intervals. an 
DO YOU HAV E We once checked up on what it would wa 
cost us in clerical expense to refigure bet 
every monthly payment note monthly. coe 
this It proved out that we would need two - 
more clerks, which is too large a th 
proportion of the twenty people we g0 
| are now able to run with as our total = 
WAGES and HOURS Problem? 2.05 sctsine stisuis; rf 
e There is nothing altruistic about our ah 
‘ J a >» 92Tre r @ = 
While well-paid hands fumble with dog-eared forms —t — ‘ee ages pod in 
or shuffle sticky record cards, expensive accounting 74 "’ ‘ 
machines stand idle. Errors creep in to waste time or, should be profitable —with the sole al 
worse, to aggravate customers. exception of the little ones that are ea 
You may not believe that misfit paper can add to your _ made as a matter of community ki 
management problems but a few minutes observation service. We are equally firm about 
will prove it...and a few words to your printer or form | having every one safe. We make very = 
supplier will cure it. few unsecured loans, secure most of the ” 
Tell him to put your machine bookkeeping forms on non-commercial loans with collateral uf 
Weston’s Machine Posting LEDGER and your record or real estate or chattel mortgages. de 
cards on Weston’s Machine Posting INDEX. These papers | Amd if the becrewer shows anv ieckae- B 
are made especially for modern machine bookkeeping. : arte ng origins Pies ‘ 
tion to shirk his responsibility, we are . 
reemT 19¢ . 19 entirely ready to match his spirit with 
. W ES! pd S a a WE STON S He action. Everybody in our district — 
MA CHINE POSTING MACHINE POSTING knows this, and we believe they respect . 
Ledger Index us for it. If anybody here gets into ~ 
Made especially for machine bookkeeping Made in Buff, White, Blue, Ecru,Salmonand | trouble with the bank, naeed neighbors ir 
in Buff, subs. 24, 28, 32 and 36, and White, Pink in 180 M, 220 M, 280 M and 340 M—basis | are ready to believe that it is not the | 
Blue and Pink, sub. 32. Has 50% rag content 2514 x 304. Has a ledger finish that takes | bank’s fault. W 
for strength and durability and a perfect pe manic: Widee eeinck end caee | 
surtnce for smudacproot typing. cary Gling, uke index tabs stand up without bending | CJUR ability to make loans and to 
tion that makes forms stand straight in trays WINCHESTER INDEX comes in the same weights collect them is strengthened by the 
or binders. Moderately priced. and colors at the same price. existence of an affiliated finance com- 
Reseed comahasherss af Wossaete Mockece Beans keyler cod he comp poy wae ees by Os eae 
book of Weston’s Machine Posting Index. Also for Weston’s Papers, an interest- holders of the bank directly in propor- 
ing publication packed with ideas and information about paper. 


tion to their holdings in the bank. 
This company was originally set up 
with money earned by the officers and 
employees of the bank from outside 
EO Lee ee ee sources. Since then, it has been used 
a = — a eee to handle all such miscellaneous serv- 

ee ee —— - ices that are traditionally carried on 
by country bank people for the benefit 
: 1 of the institution. Also, through this 
Close Contact with the | | corporation we are often able to handle 
loans which would not fit into a bank’s 
ultra-conservative requirements, 
| though they may actually be just as 
| good loans as any the bank normally 
| makes. All of the finance company’s 
i assets stand behind the safety of the 
| | bank, through its incorporation and 


| by-laws, while the bank has no liability 

N AT ] O N A L B A N K | toward the finance company. 
| | When the bank has to take in on a 
fl loan any type of asset that does nol 
O F D E T RO I 7 | properly belong in its statement, this 
| | is immediately sold to the finance 
company. ‘The finance company also 
has purchased two adjoining good 
farms, which it operates as a going 
business. At these farms the principal 
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aclivily is raising grain and feeding 
live stock. This gives us a constant, 
first-hand knowledge of the type of 
farming typical of our community. 
We know, because we have tried it 
this same season, at what price for 
feeders a farmer can make money, and 
we regulate our feeder loans accord- 
ingly. Likewise, when, as happens not 
more than two or three times a year 
on our total volume of $250,000 of 
stock-feeding loans, we have to take 
over a feed-lot of half-finished steers, 
we are able to put them on the finance 
company’s farm and feed them out for 
market. The bank’s borrowers know 
that in this way the bank can make 
good use of any normal farm assets. 
No doubt it has an effect of stimulating 
borrowers to greater efforts to repay 
than if they knew the bank had no 
place for a car of young steers except 
in the directors’ room! 

We have no illusion that we know 
all the answers in the catechism for 
running a good country bank. We 
know a good many ways in which we 
might improve the operating methods 
and policies of our own country bank, 
if only we had‘time to get around to 
doing them as well as we know how. 
But we do believe we are running a 
bank that adequately serves the re- 
quirements of our particular com- 
munity. And the fact that we have 
grown regularly, have increased our 
loans every year, and have never 
missed a dividend or cut a salary 
indicates that the community agrees 
with our belief. 


4 « ° 


UNIFORM 
ANALYSIS 


(CONTINUED FROM PAGE 14) 


should certainly be computed on the 
balance which should have been main- 


tained to compensate for services 
rendered, rather than on the balances 
actually maintained. This is true 


because balances maintained and ex- 
penses occasioned by a depositor often 
have no relation to each other. There- 
fore, an active account with a small 
balance would not be contributing its 
fair share to the bank’s net earnings 
if it were required to provide a profit 
only on the balance actually main- 
tained. Likewise, a larger and rela- 
tively less active account would be 
contributing more than its fair share. 
The analysis procedure recommended 
by the committee should eliminate 
any such inequities. 

Since at least a portion of a bank’s 
accounts carry balances in excess of 
the amount required to compensate 
for the services they receive, and since. 


| 
| 
| 
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IS THE NAME TO HAVE ON YOUR CHECKS 


OUR DEPOsITORS know that name 

—it’s the name of an old friend 
of theirs. They have used Hammer- 
mill papers for years. The name 
*““Hammermill” is a sign of security 
for them. So when they see “Ham- 
mermill Safety” on your checks, 
they recognize trustworthy value 
and feel new confidence in your 
judgment. 

Hammermill Safety is a typical 
Hammermill product. It has the air 
of authority that makes your checks 
look important. Pen writing won’t 
scratch or feather it. Folding will 
not split it—checkwriting machines 
do not tear its sturdy fibres. It has 
the necessary bulk and finish to sort 
and handle quickly. And most im- 
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SAFETY 


MADE BY THE MAKERS OF HAMMERMILL BOND 


ARMMERM | 


portant of all, any erasure or altera- 
tion is immediately revealed. 

Hammermill Safety is low in price. 
It is promptly available in colors, 
sizes, and backgrounds for every 
check requirement. 


Compare Hammermill Safety with 
the check paper you’re using now. 
Send for FREE sample book of 
Hammermill Safety and a useful 
Portfolio of Specimen Checks. Just 
attach coupon below to your busi- 
ness letterhead. 





Hammermill Paper Company _ BCH-0c. 
Erie, Pa. 


Please send by mail the sample book 
of Hammermill Safety and Portfolio 
of Specimen Checks. 


Name 





Position 





(Please attach to business letterhead) 


In writing to advertisers please mention The Burroughs Clearing House 





30 


therefore, each account 
service charge need not necessarily 
produce exactly 1% per cent per 
annum of profit, the committee recom- 
mends that items and services be 
priced as follows: 

Items costing less than 34¢, mini- 
mum price 1¢. 

Items costing between 34¢ and 1 4¢, 
mark up 33% per cent. 

Items and services costing over 
14%4¢, mark up 25 per cent. 

As examples, if clearing house items 


subject to 


Ips A GOOD INSTRUMENT TO 
USE BECAUSE BACK OF IT THERE ARE 
FRIENDLY AND COMPETENT PEOPLE SERV- | 


ING YOU...ABOUT 300,000 OF THEM 


BELL TELEPHONE SYSTEM {| 


&) 
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collected cost 4¢ each, charge 1¢ each. 
If transit items collected cost 1%¢ 
each, charge 2¢ each. If deposits 
handled cost 4¢ each, charge 5¢. 
These figures are purely illustrative, 
and are not to be considered applicable 
to any bank or group of banks. These 
mark-ups are certainly reasonable by 
any standard of comparison such as 
retail mercantile mark-ups. Repre- 
senting the service function’s contri- 
bution to a bank’s net earnings, and 
coupled with the investment function’s 
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contribution, they should enable a 
bank to realize a satisfactory rate of 
earnings on its total demand deposits. 

To make a few running comments 
on some of the classifications of expense 
factors in account analysis: Mainte- 
nance expense, sometimes termed readi- 
ness-to-serve expense, is derived from 
those expenses directly related to the 
number of checking accounts. What 
it will amount to in any given bank 
can be determined accurately only by 
a careful cost analysis. Deposit- 
handling expenses are self-evident. 
Cash-handling expenses should not 
be loaded on the cost of handling 


| deposits, but should be recovered from 


depositors through account analysis; 
the greater part of cash handling is 
occasioned by relatively few of the 
bank’s depositors, and to assess this 
cost generally on all depositors through 
a higher price for handling deposits 
would be inequitable. The same may 
be said of coupon collections. 

Checks on local banks are compara- 
tively inexpensive; other local items, 
such as money orders, are more expen- 
sive to handle and should be included 
in the analysis at ‘correspondingly 
higher rates. Note that there is no 
provision for charging for “on us” 
checks deposited; the committee felt 
that the cost of handling them is a 
proper charge against the drawers of 
the checks, as witness that the payees 
might properly present the checks for 
cashing at our window and collect at 
par. This cost should, therefore, be 
included in the price charged for 
“items debited.” The cost of cashing 
checks in normal volume should also 
be included there. But when a large 
employer of labor pays off in checks, 
the account should be definitely sur- 
veyed with a view to charging such a 
customer in proportion to the volume 
and the nature of the service he 
receives. 


HE committee feels that, while the 

utmost simplicity compatible with 
fair service charges is desirable, equity 
and fairness to the depositor and to 
the bank should not be sacrificed 
merely to achieve absolute simplicity, 
such as is afforded by flat charges and 
some metered scales. Fundamentally, 
each account (before service charges) 
contributes to the bank’s gross income 
in the same ratio that its average 
balance bears to the bank’s average 
total deposits; and it is responsible 
for the bank’s expenses to the degree 
that it requires service. Consequently 
it should also contribute to the bank’s 
net earnings in proportion both to 
its balance and activity. This can 
be assured only by the type of account 
analysis here recommended. 

However, small personal checking 
accounts rarely require the multi- 
plicity of services of larger and more 
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aclive accounts, and float is usually 
negligible or non-existent. Hence the 
analysis form need not be quite so 
detailed, and in most instances the 
daily average ledger balance may be 
considered to be the net collected 
balance. So the bank can safely use 
for most such accounts a flat allowance 
of a determined number of cents per 
$100 of average ledger balance as a 
credit offset against the value of the 
services rendered. If the actual earn- 
ing rate, after taking into considera- 
tion uninvested funds and adminis- 
trative expenses was 2 per cent per 
annum, the figure for monthly analysis 
would be 17¢ per $100. A _ form 
suggested for use in small accounts — 
except those to which unusual factors 
apply —is shown as Formula “C”’ in 
the box on page 14. 


HIS method, if properly used for 

small accounts, will produce the same 
ultimate charge, hence the same ulti- 
mate revenue to the bank, as if either 
of the longer formulae were used. Its 
advantage, of course, is that it omits 
many separate steps which are com- 
paratively unimportant in small ac- 
counts and lumps them in single 
entries on the analysis. But, it is 
still an analysis and varies not in the 
slightest degree in principle from the 
longer analysis forms used for larger 
and more active checking accounts. 

It is recognized, of course, that a 
few bankers will shy away from this 
set of recommended formulae because 
they will believe that they involve too 
much work and, hence, too much 
expense. This is a natural assump- 
tion, but it will almost surely be found 
incorrect on trial. Banks which have 
uniformly analyzed all of their ac- 
counts, regardless of size or activity, 
testify that there is no appreciable 
increase in analysis cost over the two- 
way method of analyzing only the 
large and active accounts, while apply- 
ing a so-called measured or metered 
formula to the remainder. Particularly 
is the work of handling the analysis 
not burdensome if it is spread over 
the spare time of tellers, bookkeepers, 
safe deposit attendants, and others as 
an aid to the analysis clerk or analysis 
department. It helps if the work is 
spread over the month instead of 
being concentrated in a single day or 
week in each month. And if time- 
saving charts or tables are developed, 
they also help. 

It is the considered judgment of the 
committee, after devoting to the sub- 
ject a great deal of study over a long 
period of months, that certain basic 
information must be developed in 
every account before it is possible to 
determine whether the account has 
been profitable or unprofitable. Any 
attempt to short cut the development 
of this information must result in 
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WE BURN THE 
MIDNIGHT OIL 


---TO GIVE YOU FASTER PRESENTATION OF 
CASH ITEMS THROUGHOUT NEW YORK STATE 


HE Marine Trust Company’s night transit service enables your 
bank to save up to 24 hours or more in presenting cash items 
throughout New York State. With very few exceptions, items reach- 
ing us prior to | A. M. will be presented the next business day in 58 
New York State cities and towns. 
This fast night transit service is possible because of the Marine Trust 
Company’s many correspondent banks throughout the state, and its 
strategic location in the world’s greatest market. 
It will pay your bank to investigate the possibilities of this speedy 
service. Send for a copy of our latest Night Transit Schedule. 


MARINE TRUST 
COMPANY OF BUFFALO 
A Marine Midland Bank 





MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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Robbers...thieves...forgers—even one of your 
own personnel— may have marked your bank 
for attack. 

To the bank with an F&D Bankers Blanket Bond, 
it does not matter when, or from which direction 
the blow strikes. For the local F&D representative 
will be on the scene promptly to arrange for a 


satisfactory settlement of the company’s liability. 


FIDELITY, SURETY AND 
BANKERS BLANKET BONDS 
BURGLARY, ROBBERY, FORGERY 
AND GLASS INSURANCE 





FIDELITY and DEPOSIT 


COMPANY OF MARYLAND. BALTIMORE 


In writing to advertisers please mention The Burroughs Clearing House 


either inadequate or excessive service 
charges. Simplicity and equity do 
not go hand in hand. And since the 
primary objective of account analysis 
is equity for both bank and depositor, 
no inequitable procedure can properly 
be recommended solely in the interest 
of simplicity. 


BUILDING A 
BANK LIBRARY 


(CONTINUED FROM PAGE 20) 


| are permanently useful, because in 


addition to their individual indexes, 
they are minutely covered by Jndus- 
trial Arts Index. (And that, by the 
way, was one of our very first pur- 
chases. Without it. most of the 


| periodicals would remain locked.) 


It is rarely necessary to go outside 
for old quotations, because we have 


| financial sections of Pittsburgh and 


New York newspapers filed by quarters 
in a specially constructed cupboard, 
and Commercial & Financial Chronicle, 
for many years back, on the shelves. 
For addresses, in addition to city 
directories, there are telephone direc- 
tories for the large cities in the United 
States, and for all of the telephone 
exchanges of western Pennsylvania 
and the surrounding states. These 
are in constant demand. Vertical files 
contain government reports, miscel- 


| laneous pamphlets, and _ clippings. 








Every piece of literature that comes 
over the desk is evaluated, and, later 
on, if it is worth keeping, it is cata- 
logued and filed. By scanning current 
publications and marking articles for 
the attention of officers, we eliminate 
in part the possibility of important 
material being overlooked, for busy 
executives cannot read everything. 
The library acts in about the same 
capacity as an alert secretary, in 
keeping out intruders and in seeing 
that important matters are brought 
to the executive’s attention. 

When we opened our library, it was 
primarily as a source of information 
within the organization, but this 
service was soon extended to clients 
and friends of the bank. Research is 
increasing in varied fields. By giving 
out only information backed by au- 
thority, the library has earned the 
reputation of being dependable. Per- 
sonal opinion or guesses are never 
hazarded. The library works closely 
with our statistical, credit, and trust 
departments. It is conservative in 
recommending book purchases, sup- 
plementing its own resources by bor- 
rowing from other libraries. As an 
institutional member of Special Libra- 
ries Association, its contacts are 
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national as well as local, and a fine 
camaraderie exists between the libra- 
rians. 

What we have done, any other bank 
can do. If you start a library, you 
will be surprised at the number of 
ways in which it can serve the bank, 
because so much more is implied in a 
financial library than organizing, cata- 
loguing, and circulating books, and 
making maximum use of the trade 
publications. For instance, we worked 
out a survey of everything that our 
bank buys in print, where it is used 
and to what extent, number of copies 
ordered, and costs. The study taught 
us where to cut out unnecessary 
expenditures and to check duplication, 
to ascertain just what was available 
to the organization as a whole, and to 
suggest more intensive use of the 
material we have. 

Then, instead of haphazardly renew- 
ing at the expiration dates, we man- 
aged gradually to prorate subscriptions 
to the end of the calendar year, insist- 
ing on a uniform date for everything. 
What a lot of headaches this saves! 
For it is only necessary now to reject 
or renew individual items on the care- 
fully checked list submitted by the 
librarian at the end of each year. 
Meanwhile, the responsibility devolves 
upon the library to deal with agents, 
to see that contracts are accurately 
drawn up, to watch expiration periods 
and to make sure that the different 
departments wish to continue the usual 
publications or to help them deter- 
mine if others might not more ade- 
quately serve their requirements, to 
thresh out with the publishers any 
irregularity in price or slip-up in 
delivery, and to save money for the 
bank. 


E actually do save money on sub- 

scriptions, when they are sent in 
by the library, because of the sub- 
stantial discounts given to the libra- 
rian. By clearing through the library, 
requests for purchases are reduced to 
aminimum. We find, also, that things 
are less likely to be mutilated or get 
lost, if they are library-controlled. A 
very important saving is in lowered 
vouchering costs, when the list is 
placed with a news agency at one 
time. Since the library is the central 
distributing point for the bank and its 
seven branches, valuable time and 
petty annoyance is saved for our busy 
executives. Little expense leaks are 
stopped. A case in point is the $2.00 
mailing charge on a local legal journal 
to our branches, which we saved by 
having all sent to the library and 
distributed by regular messengers. 
Besides prorating our publications, 
the same thing works out with 
services like C. C. H., Prentice- 
Hall, and Standard Statistics. 
Publishers are willing to co-operate 


in this mutually advantageous plan. 

Now that it is a reality, we are all 
taking the library at Peoples-Pitts- 
burgh Trust Company pretty much 
for granted, and it is hard to realize 
the ground covered in a few short 
years. The library provides an attrac- 
tive atmosphere for quiet concentrated 
work and study, and some of the 
officers slip up to this “‘haven of peace 
and quiet”’ where they can work with- 
out interruption. It serves the organi- 
zation in many ways, depending to a 
great extent upon its sharing current 
problems. By anticipating needs, and 
filing clippings, there is usually ma- 
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terial pertinent to a particular question 
instantly ready. Initiative is en- 
couraged in our library. A gratifying 
result of a research job in early 
Allegheny County wills (begun orig- 
inally for an executive’s speech) is a 
direct mail advertising campaign by 
the trust department. Extracts from 
that original speech have been copy- 
righted and made up into a series of 
human interest appeals ... but that’s 
another story! It goes to prove, 
though, that there is value in estab- 
lishing a financial library, because its 
service potentialities are unlimited. 
Why not try it yourself, and see? 
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The new, specially de- 
signed and constructed 





tages of the old 

box and shelf 
method of storing 
permanent and in- 
active records. They 
provide steel file accessibility, safety, 
space economy and permanent pro- 
tection at a cost no greater than 
that of cardboard boxes and shelving. 


Single file section 
for checks or 
oouchers—one of 
the 2326 sizes 


Because they are made in 2326 dif- 
ferent sizes, these modern files will 


“fit” any record form. Interlocking 
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A-S-E DS FILES elim- 


inate the costly disadvan- 








NOW Our Permanent and Inactive Records Are Filed 
Conveniently, Efficiently and Safely— 
WITH THE NEW, LOW-COST 4 Dead Storage FILES 





stacking device permits them to be safely 
stacked as high as the ceiling—all drawers 
may be opened and closed easily without 
binding. Each A-S-E DS File drawer is com- 
pletely enclosed in a strong welded 
case of heavy furniture steel, rein- 
forced for extra strength. Records 
are kept clean, legible and_per- 
manently safe from rodents— fire 
hazard is reduced. 


DS Files are made only by All-Steel- 
Equip Company. Mail the coupon 
for complete information about these 
more convenient, efficient and eco- 
nomical filing cases. 


There is no obligation. 





All-Steel Equip Company 

910 Kensington Ave., 

Aurora, Ill. 

Mail complete information about A-S-E 
les. 
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South America. Also in London and Paris. Enquiries invited. 
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LOAN 
COLLATERAL 


(CONTINUED FROM PAGE 20) 


The collateral teller signs the four 
copies and gives them to the note 
teller. The note teller verifies that 
the collateral has been properly re- 
corded, signs all of the copies, and 
returns the fourth copy to the collateral 
teller for his ledger. 

The note teller retains the second 
copy for the dual control and delivers 
the first and third copies to the audil- 
ing department. An audit clerk 
ascertains that those two copies are 
authentic copies of the collateral 
ledger, and then mails the first copy 
to the customer and retains the third 
copy for the audit control. 

Our auditing department posts col- 
lateral releases to their ledger each 
day. This daily supervision by the 
auditing department is to assure that 
the above provisions are strictly ob- 
served. The periodic verification of 
securities is made from the audit 
ledger and it is also used in typing up 
the numerical sequence of the forms. 

Special records are, of course, neces- 
sary for special types of collateral such 
as warehouse receipts, and chactel 
mortgages on live stock. This col- 
lateral is indexed on the serially num- 
bered forms described above, and the 
special records are maintained as 
subsidiary to that ledger. Additional 
records are, of course, also necessary 
for appraisal of securities, for recording 
of coupon maturities, insurance pre- 
mium maturities, and similar records. 


"THE custody of securities under dual 

vault control may be maintained 
by the collateral teller and the note 
teller, or by the collateral teller and a 
vault custodian with releases made 
on the joint authority of the collateral 
teller and the note teller. 

Many banks have been reluctant 
to install dual control of collateral 
because of the supposed increased 
expense involved. The care and 
servicing of our loan collateral requires 
the full time of one man, but a dual 
collateral control does not necessarily 
require a full time collateral teller. 
This collateral control has increased 
our clerical expense only to the extent 
that there is a duplication of work, 
and duplication of work is limited to 
the verification of collateral when it 


| is received and again when it Is 
| released. The ledger entries must also 


be verified and witnessed at those 


| times. 


The verification of the securities and 
records and the other duties of a col- 
lateral teller could be performed as a 
part-time duty by a senior clerk, a 
junior officer or any other competent 
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person. A third person should make a 
periodic verification of the securities 
and account for the numerical sequence 
of the receipts. We believe that a 
bank with ten or twenty employees 
could, in this way, maintain a dual 
collateral control as easily as a bank 
with one hundred or more employees. 

The duplication of work involved in 
our dual collateral control is at least 
partially offset by other advantages. 
For example, all four copies of our 
collateral form are typed in one oper- 
ation when the collateral is first 
received, thus saving time both in 
preparing and checking them. The 
‘memorandum of collateral received’’ 
to be mailed to the customer, the cus- 
tomer’s receipt for collateral released, 
and the forms for the dual control are 
all typed in one operation. 

Many banks are reluctant to issue 
receipts for collateral because of the 
possibility that one of these receipts 
will be presented in later years by the 
customer or his heirs when identifica- 
tion of the transaction would be 
difficult. Our bank is protected against 
the subsequent return of the ‘‘memo- 
randum of collateral received” (Copy 
1, which is mailed to the customer) 
because it bears the same printed serial 
number as the fourth copy which the 
customer must sign when the collateral 
is released. 


Of course, the greatest benefits and 
the ones which justify the little addi- 
tional expense that might be incurred 
lie in the additional protection given 
to the collateral; in the knowledge that 
the bank’s full liability for collateral 
is known and of record; and in the 
added protection given to the bank’s 
employees through the removal of an 
open temptation. 
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CANADIAN 
BANKING 


(CONTINUED FROM PAGE 24) 


In Ontario there is also the Penny 
Bank of Ontario, which operates to 
teach thrift among school children. 
This bank, founded in 1904, had by 
latest figures 208,000 pupil depositors 
in 514 schools in the province and in 
three towns outside Ontario. The 
bank pays 1% per cent interest on 
deposits, which are collected by school- 
teachers. Withdrawals are allowed on 
a week’s notice. Chartered banks aid 
in the total school collection in cities 
other than Toronto and Ottawa, where 
are located the head office and only 
branch respectively. 
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ments and Court Orders. On the new style 
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remove Fitzall when posting. 
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accounts, etc. 
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Vault Department—ticklers for lost keys; 
delinquent rentals; court orders. 

Trust Department—to check on dividends; 
interest; expense items. 
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| tisement with your name and address for circular | 








| and samples. t 

E. Greene & Co., 160 Astor St., Newark, N. J. | 
pg a eee fe eae ee | 
| I ceo sevcsipinv seach eae asa TE | 


In writing to advertisers please mention The Burroughs Clearing House 








36 


; 


SAFE [J STACK 





To 
House 
Your 


Cancelled 
Checks 


Ae Bog. 4 O88 


TOR eGe ee eee eee ee 
ppaparvepirsasgad dats 3 


rirrrarnretd 





PPE PEED EDS ASA 


This compact 
group of 100 
SAFE-T-STACK 
Steel Storage Files provides efficient 
housing for over 400,000 cancelled checks. 


They are “Tailor-Made” to fit the 
checks they contain. For this reason they 
only occupy a space of 8644 inches high, 
4654 inches wide and 24 inches deep. 


The exclusive SAFE-T-STACK slip 
key locks individual files together hori- 
zontally and vertically. No tools, bolts 
or rivets are used. 

Write for a quotation on a SAFE-T- 
STACK Steel Storage File to fit your 
check size. No obligation of course. 


The Steel Storage File Co., 
2216 W. 63rd St., Cleveland, Ohio 


The size of our check is inches wide x ... 
inches high. Please quote on Steel Storage Files to fit. 
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A GOLDEN JACKPOT 


(CONTINUED FROM PAGE 23) 
delving for an envelope in his breast- 
pocket, “I rather feel I’m going to 
turn out to be a disappointment. 
Heh, here it is.” 

Mr. Clutchbill took from the en- 
velope two glistening photographs and 
handed them to Mr. Van Pipe. 

“There, sir,” explained Mr. Clutch- 
bill, ‘‘are photos, front and back, of a 
check which you took for $1,000. 
We wrote it for $10.” 

The sunshine went out of Mr. Van 
Pipe’s face. 

“You issued it for $10?” gasped Mr. 
Van Pipe staring blankly at the per- 
fect photo of a $1,000 check. 

“Do you know the endorsers?” 

Mr. Van Pipe took the other photo. 
‘“Hm-m, M. Glowberry. Never heard 
of him. Ovid Seapaw. Seapaw... 
Seapaw, let me see. Why, yes. He’s 


| an old-timer down on the lake. He 


fishes for the 
knows Ovid.” 
“Well, I hope he’s good for $1,000,” 


market. Everybody 


| uttered Mr. Clutchbill. 


*“Let me find out about this,’’ said 


| Mr. Van Pipe clutching his chair arms 
| and getting to his feet. 


Mr. Van Pipe came back shortly 
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YOU CAN BE PROUD OF 
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FREE—ask our dealer for a copy of 32-page booklet, ‘The World's 


THESE FINE 


. easily moved any- 
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with a lean, dark teller, a Mr. Smith. 

“Mr. Smith remembers all about 
it,” said Mr. Van Pipe with a wave of 
the hand as he sat down. 

“Oh, yes,” began Mr. Smith in a 
soft voice, “I know old Ovid Seapaw 
very well. He came in two or three 
days ago and cashed the check for 
$1,000, saying he’d sold off some stulf 
and was going out to visit his married 
daughter in Colorado.” 

“Colorado? <As near as_ that?” 
moaned Mir. Clutchbill in despair. 
“How about the first endorser, MI. 
Glowberry?” 

‘“‘He’s a stranger to me,” stated 
Mr. Smith. ‘You should know him. 
You sold him the check.” 

*“All we know is, we sold him the 
check and he raised it to $1,000. 
Also, he left this by mistake.” Mir. 
Clutchbill tossed on Mr. Van Pipe’s 
desk a strange gold coin. ‘“‘Ever see 
one of them?” 

“Hm, that’s queer,” piped up Mr. 
Smth. “Old Ovid Seapaw_ turned 
in a gold coin like that some days 
before he got the check cashed. We 
identified it as a British guinea worth 
at present exchange about $4.90. 
They haven’t been coined since 1814.” 

“That’s queer,” mused Mr. Clutch- 
bill. ‘‘Glowberry turns in a guinea. 
Old Seapaw turns in a guinea. Glow- 
berry raises a $10 check to $1,000. 
Seapaw disappears. So does Glow- 
berry. And you’re out $1,000 because 
we’re returning the check on account 
of fraud. From now on who’s going 
to move first, and where?” 

“Someone’s got to track down 
Glowberry,” said Mr. Van Pipe nerv- 
ously. 

“Eh,” began Mr. Clutchbill, “do 
you consider it significant both olf 
these men had old British guineas? 
Where has this Seapaw been living all 
the time, here in the city?” 

“Oh, no,” said Mr. Smith, ‘“‘he’s 
been coming and going. He catches 
and sells fish. I’ve heard he camps 
out on Gull Island. There’s an 
abandoned light keeper’s cottage there. 
He’s probably been using it.” 


“YES, yes, now you speak of it I’ve 

heard it too.”” Mr. Van Pipe cocked 
an eye up at Mr. Smith, and the latter 
gentleman withdrew. 

“What had we better do,” asked 
Mr. Van Pipe cautiously, when MIr. 
Smith had departed. ‘“I’d hate to 
have this get out.” 

“TI should think your bank would 
want to begin looking around a little,”’ 
suggested Mr. Clutchbill. “A thou- 
sand isn’t to be sneezed at.” 

“Naturally. I suppose when the 
confounded check gets back there’ll 
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have to be an investigation. I dread 
oy 

Mr. Clutchbill pricked up his ears. 
He didn’t want one either. The worm 
might turn. 

“Glowberry got something when he 
raised that check to $1,000 and gave 
it to old Seapaw. What was it? 
That’s the only clue.” 

Mr. Van Pipe leaned back and 
scratched his ear with his pen. ‘“Con- 
found it, I suppose we’ll have to stir 
up a detective agency. Can you think 
of anything? If you can get back 
that $1,000, I’ll divide, by gosh!” 

“TI think I’d like to have a look at 
that island where old Seapaw has 
been camping.” 

Mr. Van Pipe looked at Mr. Clutch- 
bill silently for several moments. 
““You suspect Glowberry is over there 
hiding?” 

“He might be.” 

“Don’t go alone then. 
couple of officers.” 

‘“‘Neither Glowberry or Seapaw ever 
saw me, and I might learn something 
alone. Officers would scare them into 
hiding.” 

“Most likely no one’s there. Only 
a fool would hang around after he 
had raised a check.” 

“Unless something was detaining 
him.” 


I’ll get a 


"THE great inland sea of Champlain 

stretched away from the city as 
limpid as a pond in the mellow October 
sunshine. Mr. Clutchbill hired a taxi 
to get him three miles down along the 
shore where he rented a skiff from a 
fisherman. A mile out, sleeping in 
the haze, lay the ramparts of Gull 
Island, its five acres looking like an 
ancient gray fort. Nosing his skiff 
along like a fisherman the old director 
at length reached a cove at the island. 

Upon landing he realized he ought 
first to learn if a boat was pulled up 
out of sight. He cautiously ascended 
the grass-grown path leading to the 
abandoned lighthouse keeper’s cot- 


with it shot up a round tower, the 
lights of glass curtained inside with 
worn yellow shades. He stopped at 
the cottage door and rapped. No 
one came. He tried the door gently, 
walked in and gazed around. Save for 
two broken chairs and an ancient 
cook stove the kitchen was deserted. 
He touched his fingers to the stove. 
It was hard to tell whether the stove 
was slightly warm or not, but a coffee 
pot was shoved back against the 
chimney. 

“Anyone here?” hollered Mr. Clutch- 
bill as he entered what had been a 
living room, now steeped in twilight 
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and occupied by a barren table and a 
dilapidated chair. 

No one answered. Mr. Clutchbill 
moved forward across the small room 
and entered a narrow corridor leading 
to the lighthouse tower. Shortly he 
came to the iron stairway rising in 
zigzags up the interior of the tower. 
He began mounting with the thought 
that from the top he might explore 
more of the island. 

At the top Mr. Clutchbill suddenly 
found himself gazing at the old prism- 
like lens, once magnifying thousands 
of times the tiny flame of an oil 
lamp, but now a monument to the 
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through yellow spikes of grass toward 
the lighthouse cottage. It looked 
deserted. Behind it but connected 
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past. The surrounding skylights were 
festooned with tattered curtains, but 
a narrow door led out to a gallery 
circling the tower on the outside. 
The old director opened the door and 
looked out. He thought he heard a 
board squeak. After listening in- 
tently and hearing nothing more he 
stepped out on the gallery. Starting 
around it with steps that made the 
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board creak he stopped suddenly. A 
squeak came from the other side, then 
silence. Either someone was following 
him or he was following someone. He 
tried it several times and heard a 
noise on the other side each time. 
Someone was on that gallery with him. 
And whoever was keeping around the 
bend of that tower knew he had to 
deal with only one man, for he could 
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not have failed to have seen Mr. 
Clutchbill’s skiff come in. 

Mr. Clutchbill scowled. How could 
he lure the enemy into battle? Sud- 
denly he went into the lighthouse 
tower and slammed the door. He 
started down the iron stairs with a 
heavy tread, then crept silently back 
and hid behind the base which held 
up the old light. After a long wait he 
was rewarded. The door swung silently 
open. After a long wait a man entered. 

Mr. Clutchbill rose. 

“Huh, how do you do! 
this place was deserted . . 
for a look at the old light.” 


Supposed 
. came up 


"THE man in the twilight let his 
hand slip away empty from a side 
pocket. 

“Yeah, that’s why [I’m up here. 
Guess no one stays here now.” 

“T ain’t so sure,” observed Mr. 
Clutchbill sliding back one of the 
curtains, letting in a flood of light, 
“IT ran onto a place where someone’s 
been digging. Look at that!” The 
old director threw down a _ golden 
guinea on the cement ledge circling 
the light. ‘“‘Found that right in the 
dirt where the ground was dug up. 
An old treasure has been dug up there 
if I’m any judge.” 

“You don’t say so!’ The man 
picked up the coin to examine it. 

“There’s another! That’s the one 
you turned in with the change when 
you got that $10 check at the Ferndale 
National. The check you raised to 
$1,000!” 

Suddenly, as if by magic, there 
appeared in Mr. Clutchbill’s hand a 
revolver. 

“Keep your hands in front of you! 
I wondered why you raised that check 
to $1,000 and gave it to old Seapaw. 
He’d dug up an old plant of gold and 
didn’t dare sell it in the open. You 
got it at a bargain. I want $1,000!” 
Mr. Clutchbill worked around and 
snatched an automatic from the man’s 
side pocket. 

“You got it parked somewhere in 
this room or you wouldn’t have been 
so particular to be here. Dig it up!” 

The man slouched forward to the 
light. Slowly he removed the lens, 
then took out the lamp and pulled 
out a brick. 

“Put ’em in piles of 20 on the 
ledge,”’ ordered Mr. Clutchbill. 

When the ten piles were lined up 
Mr. Clutchbill slid them into his side 
pockets. “It'll be a mistake if you 
come down before you see me heading 
back in my skiff,” warned the old 
gentleman. 

Just before closing time that after- 
noon the Lakeside Trust Company 
had the pleasure of a second call from 
Mr. Clutchbill that day. He was led 
promptly to Mr. Van Pipe’s desk. 

“Here it is, Mr. Van Pipe.” Mr. 
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Clutchbill began bringing out the 
coins together with not a little dirt, 
piling both on Mr. Van Pipe’s desk. 

“What! My goodness! You got 
it... all gold!” 

“I did, at the point of a gun. Those 
two fellows had found and dug up a 
treasure.” 

“Look here, we’ll divide. 
would.” 

“No, no, I couldn’t think of it.” 

“But, my goodness, take some.” 
Mr. Van Pipe grabbed up a handful 
and crowded the coins into Mr. 
Clutchbill’s side pocket. 

‘“‘Hm-m, well, if you’d feel easier.” 

“‘We’ll keep it quiet, eh?” 

Mr. Clutchbill nodded. It was only 
after he had related all the details of 
his experience that he was able to get 
away and count his winnings. 

-““My gosh!” he mumbled to himself, 
“twenty-two coins, almost $108. Not 
bad for an old fellow, and right in 
daylight, too!’ 

7 4 4 


COURT 
DECISIONS 


(CONTINUED FROM PAGE 25) 
Pledged Assets 


A national bank pledged certain of 
its collateral as security for the deposits 
of a municipality. Later, after the 
bank had become insolvent, the ques- 
tion arose as to whether the bank’s 
receiver could recover from the munici- 
pality the proceeds of the sale of 
the pledged collateral. 

The bank’s receiver urged that since 
the bank had no legal power to pledge 
assets to secure deposits, the munici- 
pality could not lawfully retain the 
securities or the proceeds of their 
sale. The Federal court agreed with 
the receiver, saying: 

“The law is thoroughly established 
that under the national banking laws, 
a national bank has no power to pledge 
its assets to secure a deposit of public 
money of a state or of a subdivision 
thereof, unless the bank is located in a 
state wherein such power is granted.” 

The state in which this particular 
bank was located had not conferred 
upon its banks the power to pledge 
assets to secure the deposits of political 
subdivisions of the state. Hence, the 
court decided, the national bank’s 
pledge of assets was beyond its powers 
and the receiver was entitled to recover 
the securities or their proceeds for the 
benefit of the general creditors of the 
bank. 

While this case happened to involve 
a closed national bank, it is in line 
with the court decisions tending to 
relieve national banks of the liabilities 
of “‘ultra vires” contracts, even where 
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Yous ae 


NOTICE THE “‘LITTLE’’ THINGS 


Of course your customers notice the “little” things about your 
bank. They appreciate small courtesies and they dislike needless 


inconvenience. 


Old-fashioned, hard-to-read signs are one inconvenience that 
may easily be eliminated—by means of smart, modern Cristalglo 
signs that actually invite new business. 


These crystal-clear edge-illuminated glass signs combine 


dignity, clarity and broad utility. 


They may be lettered on one 


side, or on both. They stand on neat bases, or hang from attrac- 
tive fixtures as shown in these illustrations of installations in the 
Merchants National Bank, of Mobile, Alabama. 









Merchants 
National Bank 
Mobile 
Alabama 


For further information, 
ask us to send you our new 









illustrated booklet, without obligation. 
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Serving banks since 1925 
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the bank may have obtained some 
benefits under such acontract. (Joseph 


vs. Village, 104 Federal Reporter, 
Second Series, 974.) 
Sd « 7 


Collateral for ‘‘Other Debts’”’ 


A pledge of collateral by a debtor 
may not always be a protection to the 
bank, as is pointed out in a recent 
Michigan case. 

There an officer of a corporation 
signed as endorser of the corporation’s 
note given toa bank. The same officer 
also borrowed from the bank on his 


personal notes. He pledged certain 
collateral with the bank on his personal 
notes. 

In connection with this pledge of 
collateral on his personal note he 
signed an agreement whereby this 
collateral was to be held or sold ‘“‘for 
the payment of this and of any other 
liability of the undersigned due or to 
become due or that may hereafter be 
contracted.” 

The personal notes were not paid 
and at the time of the borrowers’ 
death the bank applied part of the 
proceeds of the collateral to pay the 
personal notes. The balance of the 
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proceeds was applied on the corpora- 
tion notes on which the same individual 
was endorser. 

The executors of the borrower’s 
estate then sued the bank to recover 
such of the proceeds of the collateral 
as had been applied to the corporation 
notes. The Supreme Court of Michi- 
gan decided against the bank and 
explained: 

“The collateral pledged by the bor- 
rower for payment of his individual 
notes and for ‘any other liabilities of 
the undersigned to said payee or 
assigns, due or to become due, or that 
may hereafter be contracted,’ may not 
be applied to the joint and contingent 
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liability as endorser of the notes for 
the corporation. Where property is 
pledged as security for the debt of a 
particular debtor, unless the pledgor 
consents thereto, it cannot be held as 
security for the debt of another person 
or for the debt of the original debtor 
in a different capacity.” 

In this case the borrower pledged 
the collateral in his individual capacity, 
as maker on his own notes, and that 
collateral could not be applied to the 
corporation note on which he appeared 
in a different capacity, namely, en- 


dorser. (Perron vs. First National 
Bank, 286 Northwestern Reporter, 
859.) 











Night is the burglar’s day 


While at nightfall the average man settles down to the comfort and 


relaxation of his home, burglars are starting their “day's work”. Two 


out of every three home burglaries are committed after sundown, 


according to statistics of the Federal Bureau of Investigation. 


Pistols and padlocks prove poor protection to those who lose at 


the hands of the burglar. 


Real security 


reimbursement for loss 


can be provided and guaranteed only in adequate insurance coverage. 


AMERICAN SuRETY and New York Casualty COMPANIES Offer in a 


single Residence Burglary Policy, protection against loss through 


burglary, robbery, theft, larceny. 


This broad form gives protection 


day and night throughout the year, even if premises remain unoccu- 


pied for as long as six months. 
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Did Bank Aid Embezzlement? 


A bank was recently sued in the 
Federal courts for the proceeds of 
certain checks of a corporation which 
it had cashed for the treasurer of the 
corporation. The treasurer had em- 
bezzled the money and it was con- 
tended that the bank was liable fo: 
wrongfully cashing the checks for him. 

The facts were that the treasurer 
had taken checks drawn to the cor- 
poration as payee and endorsed and 
cashed them at the bank. He had 
authority to do this and there was no 
question that he had himself endorsed 
and cashed the checks. It was urged 
that the bank was liable because the 
treasurer had used a rubber stamp in 
making the endorsements and the 
bank had on file a signature card in 
his handwriting. 

Disposing of this point in favor of 
the bank, the Federal court said: 

“We think this contention entirely 
without merit. The purpose of the 
signature card was to prevent forgeries 
and to indicate to the bank what 
officers of the corporation were au- 
thorized to draw checks against its 
account or transact other business 
with the bank. It was in no sense a 
limitation upon the power of the 
corporation’s officers. To hold that 
the bank is not protected in paying 
funds to an officer of a corporation 
authorized to receive them, merely 
because such officer does not endorse 
the instrument upon which collection 
is made in a particular form, would be 
carrying technicality to an extreme.” 
(Glen Falls Indemnity Company vs. 
Palmetto Bank, 104 Federal Reporter, 
Second Series, 671.) 
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Federal Land Bank 


Banks and others dealing with 
Federal joint stock land banks may 
rely very largely on state laws in 
transactions with such banks. 

As the Supreme Court of lowa 
recently put it: “The Code of Laws 
of the United States confers on joint 
stock land banks the power to make 
contracts. The same code confers the 
power to sue and be sued, complain, 
interplead and defend in any court of 
law or equity as fully as natural per- 
sons. It is in large measure true ol 
land banks as it is of national banks 
that they are subject to the laws of 
the state and are governed in their 
daily course of business far more by 
the laws of the state than of the nation. 
All their contracts are governed and 
construed by state laws. Their acqui- 


sitions and transfer of property, their} 


right to collect their debts are all 
based on state laws.” 


283 Northwestern Reporter, 96.) 
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